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May 18, 2005

Michael N. Couick, Esquire

Director of Research

Senate Judiciary Committee

101 Gressette Senate Office Building
Columbia, SC 28202

Re: (CSFB Documentation

Dear Mike:

Enclosed herewith are copies of documentation received from CSFB regarding Board
involvement in the preparation of the study completed by that entity.

Should you need anything further, please do not hesitate to contact me.
With regards, | am

Very truly yours,

Jamels E.}%rugdun. Jr
JElel‘.ﬁéys
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" CREDIT | FIRST
SUISSE E2E0STON CREDIT SUISSE FIRST BOSTON LLC

Cine Madisan Avenue Telephone 212538 TEOZ
Mew York, NY 10010-2629 Talefax 212 325 8222

Ceborah 3. Burstain
Vice Prasident and Counsel

BY FACSIMILE & FEDERAL EXPRESS

May 17, 2005

James Brogdan, Esq.

General Counsel

Santes Cooper

One Riverwood Drive

Mancks Corner, SC 29481-2501

Dear Mr. Brogdon:

In response to the May 12th letter from Lonnie M. Carter, Esqg., and our discussion an Friday, May
13", we enclose the requested communications between CSFB LLC and the following individual
memkbers of the Santee Cooper Board of Directors:

Patrick T. Allen

Paul G. Campbell Jr.
Richard H. Ccen
Clarence Davis

G. Dial DuBose

Carl O. Falk

Guerry E. Green

J. Calhoun Land, IV
Keith D. Munson
James W. Sanders

We understand that Santee Cooper intends to produce these communications to Michael Couick,
counsel to the South Carolina Senate Judiciary Commitiee.

Please note that the enclosed communications were collected from the currently available
Microscft Outlook mailboxes of CSFB empleyees who worked on the engagement. and reflect
communications occurring after the date of the engagement letter, dated November 18, 2004, In
order to provide a timely response to the request, CSFB did not initiate the time consuming and
expensive process of restoring and searching email back-up tapes, nor has it searched any email
archival system for responsive material.

Please do not hesitate to contact me with any questions you may have concerning the enclosed
documents.

Sincerely,

W4 3

Deborah Burstein

cc: Michael N. Couick, Esq. (w/o encl.)

#162215v2



Steffen, Susan

From:
Sent:
To:

Ce:
Subject:

K eith,

Further to our call sarlier today, please find attached a summary put

Davies, Adam

Monday, January 10, 2005 1.08 PM
Keith D. Munson {E-mail)

Dowd. Laetitia

Central Agraement

impact any potential transaction wers one to happen.

together of the key cantract provisions which may

If you feel we are missing additional relevant considerations | would be very appraciative of your input,

Kind regards.

[c]E

Central
‘greement.pp

ADAM S, DAVIES

Vice President, Mergers & Acquisitions
Credit Suisse First Boston LLC
Eleven Madison Avenue, 22nd Floaor

New York, WY 10010

=1 212323 5331 Telephone
+1 212743 2037 Telefax

=1 917 T34 5471 Mlobile
matlti sbam.daviesFesib.com

CONFIDENTIAL
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Central Coordination Agreement Key Provisions

CREDIT
SUISSE

Coordination Agreement, December 31, 1980

Executive Committee (Article Il (A)) .

» Executive Committee formed of one member of the board of directors of SC, one member of the board of
trustees of Central, the CEO of SC and the general manager of Central plus a secretary revolving on a two year
basis chosen in an alternate fashion by each of SC and Central. The Executive Commiltee shall meet at least

semi-annually with the purpose of enforcing the provisions of the Central Agreement, resolving disputes, and
any other matters as may be agreed.

Generating Resources (Article 1V)

» Itis the intent of both parties to preserve the all-requirements provision of the Agreement.

» Itis SC's responsibility to construct or otherwise acquire new generating resources as required to meet demand
and energy requirements determined by a joint SC / Central planning committee which meets at least annually
to consider and agree a 20 year demand and energy forecast.

Dispatching and Operation of Capacity Resources and Transmission System (Arlicle X)

» SC shall be Central's sole agent for entering into short-term energy transactions with other utility systems.
Accordingly, purchases of energy from others to serve the requirements of the Combined SC-Central System
shall be made by SC.

Term (Article XIV (A))

+ See Contract Amendment.

FIRST
BOSTON
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Central Coordination >u_.mm:,_m3 xm< Provisions
(cont’d)

TVLLNHAIINOD

Successors and Assigns (Article XIV (E))

» Agreement may be assigned to a successor or assign of either party upen written consent of the other, and
shall be binding upon and apply to such successor and assigns as if original party to the Agreement,

Selling or Leasing of SC System (Article XIV (F) & (G)) / Contract Amendment §12 (G)

» If SC's system (generation and/or transmission) is sold or leased 1o another entity, Central has the right to
terminate any existing leases of Central facilities to SC, Central will pay SC the excess of net book value of
such system or part thereof over the principal remaining. To the extent principal remaining is greater than net
book value, SC will pay Central. Central has six months from receiving notice of sale or lease of assets to

exercise its option to purchase.

Additionally, Central has a right of first refusal to purchase SC's system if it becomes available for sale during
the term of the Agreement, subject to applicable law.

» SC has a similar right of first refusal in the event of a sale of Cenlral.

Governing Law (Article X1V (Q))

» The provisions of the Coordination Agreement shall be construed and governed in accordance with the laws of
the State of South Carolina.

Allowance for Capital Improvements (Exhibit |, Appendix A (V1))

» SC is able to include in its Cost of Service rate to Central an allowance for capital improvements, not to exceed
8.5% of SC's operating revenues and other income. This amount may be increased above 8.5% to the extent

required to maintain the level of debt service coverage, as defined in the Agreement.

CREDIT | FIRST
SUISSE | BOSTON
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Central Coordination >u_.mm3m3“___t_~m_< Provisions
(cont’d)

CREDIT
SUISSE

Contract Amendment — March 31, 1988
IV (B) (1)

» Central rescinded its rights to construct its own generating facilities or to acquire an ownership interest in any
present or future generating facilities of SC, except as provided in (2) below,

IV (B) (2)

> (a) if ownership, management or control of SC or of all or a majority of its electric system assets is transferred, sold
or leased to any person, corporation, or other entity (other than an agency of the State Government), Central may
construct or acquire generating resources subject to two years notice. If SC's bonds lose their tax exempt status,
Central may similarly construct or acquire generating resources subject to five years notice. Central's rights
provided by this section (2) shall be forfeited if it supports or promotes such change in SC's status,

IV (B) (3)

» Central agrees not to participate in or support, by corporate action, the sale, lransfer, or lease to any person, firm,
corporation or other entity, the ownership or control of SC, or of all or a majority of its electric system assets,

V(F)

» Whenever SC offers any industrial rate to any new or expanded direct service customer, SC must offer the same
wholesale rate to Central for any new or expanded load served by Central, provided that such load. if it were the
load of a direct service customer of SC, would qualify for such industrial rate.

Term (§10 (A))

» The Agreement shall remain in full force and effect for an initial term of 35 years commencing upon the effective
date of the Contract Amendment, and will automatically renew for consecutive 35 year terms.

» The Agreement can be terminated upan written notice by either party at the end of the initial term subject to at least
10 years prior notice and al any time subsequent time subject to at least 10 years prior notice.

» If ownership, management or control of SC or of all or a majority of its electric system assets is transferred, sold or

leased to any person, corporation or other entity, Central shall be entitled to terminate the Agreement at any time
upon 90 days written notice.
FIRST
BOSTON
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CREDIT
SUISSE

These materials have been provided to you by Credit Suisse First Boston ("CSFBE") in conneclion with an aclual or polenlial mandale or
engagement and may not be used or relied upon for any purpase other than as specifically contemplated by a wrilten agreement with
CSFB. In addition, these malerials may not be disclosed, in whole or in par, or summarized or otherwise referred to except as agreed in
writing by CSFB. The infarmation used in preparing these materials was abtained fram ar through you or your representatives or from
public sources, CSFB assumes no responsibility for independent verification of such information and has relied on such information being
compleie and accurate in all material respects. To the extenl such informalion Includes estimales and forecasts of fuiure financial
performance (including estimates of potential cost savings and synergies) prepared by or reviewed or discussed with the managements of
your company and/or other potential transaction participants or obtained from public sources, we have assumed thal such estimates and
forecasls have been reasonably prepared on bases reflecting the best currently avaitable estimates and judgments of such managemenis
{or, with respect to estimates and forecasts oblained from public sources, represent reasonable estimates). These materlals were
designed for use by specific persons familiar with the business and the affairs of your company and CSFB assumes no obligation to update
or otherwise revise these materials. MNothing contained herein should be construed as tax, accounting or legal advice. You (and each of
your employees, representalives or olher agents) may disclose to any and all persons, without limitation of any kind, the tax treatment and
lax structure of the transactions contemplated by these materials and all materials of any kind {including opinions or ciher lax analyses)
that are provided to you relating to such tax trealment and structure. For this purpose, the tax treatment of a fransaction is the purported or
claimed U. S, federal income lax treatment of the transaction and the lax structure of a lransaction is any fact thal may be relevant o
understanding the purported or claimed LS. federal income lax trealment of the transaction

CS5FB has adopted policies and guidelings designed to preserve the independence of its research analysts. CSFB's policies prohibit
employees from directly or indirectly offering a favorable research raling or specific price targel, or offering la change a research rating or
price target, as consideration for or an inducement to obtain business or other campensation. CSFB's policies prohibit research analysts
from being compensated for their involvemenl in investment banking fransactions excepl 1o the exlent such participation is inlended lo
benefit investor clients.

FIRST
BOSTON



Steffen, Susan

From: Cowd, Laettiz

Sent: Thursday, February 03; 2005 9:12 AM
Ta: '‘kmunson@wesr.com'

Cc: Davies, Adam

Subject: Rate comparison

S

fax1.tif

Kaeitch,
Pay vour volce mail to Bdam; plezs= find astachad =Rz racta =JMPEr1s0n beEwWesn Sazmtaa
Cooppar and aother yfilitias ig =he ragiom.
nirg Tagsrds,

-

1 CONFIDENTTAL
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Rate Comparison

A comparison of the Authority's sverage monthly bills at selected usage levels with the average
monthiy bills of the thres investor-owned utilities that serve in the State, based on rates oo fils with the South
Carolina Public Servics Commission (the “PSCT) as of July 31, 2004, is get forth below.

Resddential Eketric Service

500 1,004 .00 1,008

¥ _kwWh EWh kWh kR
AHBOEIEY. < v ias s o PR SR SR A Wy s ey £4746 §$78.08° S14931 5220.54
Duke Enerpy Corporation .. .-civuaieo e e e I TSI 38 208
Carolina Power & Lizht Company . .. .. TR L. 4601 8551 184351 14353
4 South Carolina Electric & Gas Company . ..vooveinens 4795 9026 18040  270.54
Commet=lal Flecorle Service
3,000 £ 000 7,540
EkWh - kWh
RBIOY. it s e R e s s e $218.20 §359.10 553523
Dulce Energy Corporation. ... .- s e Eoriiie 10830 3410 354858
Carolina Power & Light COmpany - .. .vuecasersasrnss . 254.96 176.54 523.74
South Carolina Eleetric & Gas Company ...c..ovierares 268.65 443,53 67338
Inchagrrial Electrie Service
1,090 kW 1,008 KWW 9800 kW 4800 kW
500,000 1,000,090 £ 040,000 15,00, 080
EW¥h KWh % T Wy
Autherity . ..... i TR, 125,00020 $43,300.40 $228,651.80 $1,085708.00
‘Duke Barrgy Corporabion . .....coxr-- sdi2436 4513285 ZLO26T36 T1,014,075.86—
Carolina Power & Light Company . ... .. 28343000 3643500 26567500 1227,675.00
South Carolina Electric & Gas
COMPATY o 00 omrnsiniinnsions eie.. 2544500 49,690.00 23224000  1,099350.00
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Womble Carlyle Sandridge & Rice Page 1 of 3

Kozlowski, Peter

REDACTED

—-—-Uriginal Message—----

From: Munson, Keith [mailto:KMunson@wcsr.com]
Sent; Thursday, February 24, 2005 8:45 2M

To: Mandanas, MaryBeth

Subject: RE: Santes Cooper Update

Please ses Confidentiality Notice before reading email

B e e e S

| checked with our Tax guys and this is a topic outside thair =xperise | spant several hours trying o just "spot tha issuzs"
and all | could detsmmine is thatitis a very complicatad issue and that thara is 3 ot of palitical pressure fram 10Uz &5
resirict Public Powers ability to use tax-2xempt bonds for "private usa " Far example, if Public Utility builds 3 generating
plant with tax-exempt bands and sell 1/2 its power on the open markat, tha 10U's cry foul. Ta the axtent that the and
result of the shift would be scmething that an IO cauld do (for 2xample, If tax-2xempt bonds ar2 available for NOX
smokestack reduction equipment) then you could rebut that criticism However, if the Public Utility has already paid forits
NOX reduction equipment and you are in essenca ‘'martgaging" this asset with tax-exempt bonds in order to retira ather
bends that are geing to lose their tax exempt status, that might raise another problem - thatis, that the lax-axempt bond
capacity was there to encourage the adding the NOX reduction aquipment, once it is there, mortgaging it with tax axemapt
Bonds is hard to justify from this policy standpaint. The IRS has an entire section on Tax Exempt Bonds and you rmay
ultmately need a letter ruling from the IRS to fesl completely comfcrtable with any position. Sary | couldn't be of mare
halp,

When do you think you wili be in 2 position to have a long pre-report telephone conference with the crowd you met with in
Columbia (and a couple others) to discuss the preliminary findings and what they might suggest? | thought you toid me
you were shooting for the end of February - is that still about right? We are ready at your earfiest convenience and nope it
can be soon. KEITH

Keith 0. Munson

Womble Carlyle Sandridge & Rice, PLLC
Painsait Plaza, Suite 700

104 5. Main Strest

Greenville, South Carolina 29601
864.255.5412 (Direct)

864.255.5480 (Fax)
kmunsen@wesr.cam

WWW.WCST.com

-—Original Message——-

From: Mandanas, MaryBeth [mailto:marybeth.mandanas@csfb.com]
Sent: Friday, February 18, 2005 9:52 PM

To: Munson, Keith

Subject: RE: Santee Cooper Update

CONFIDENTIAL

5/16/2005




Womble Carlyle Sandridge & Rice Page 2 of 3

Keith

Apclogize for the delay in my response. We ars moving along. Did you have anyone that could work with us on
the tax-exempt issue? |t would be helpful to have someone consider the gpossibilities of being able to gat the tax-
exempt debt assigned to certain properties so that the entire debt capital structure would not need io be refinancad
upen an |PO type transaction,

I'll check into our invalvement in Sara Lee.

Best regards, Mary Beth

—-Original Message-—-—-

From: Munson, Keith [mallto: KMunson@wesr.com]
Sent: Monday, February 14, 2005 1:32 PM

To: Mary Beth Mandanas (E-mail)

Subject: Santee Cooper Update

Please see Confidentiglity Notice before reading email.

B L e R et E kLTt e

Mary Beth: Justchecking it to see how |l is going. We have a meeting next Monday and if thara is
any thing you need me to look into, let me knaw  On a totally different subject | saw yasierday that
Sara Lea 15 spinning off it Branded Apparst Division (Hanes, etc.). Are you guys invalved in fmat

deal? | suspect the new Branded Apparel Company will remain HQ in Winston Salem. We 3r=2 the
biggest firm in NC and 250 of cur lawyers arz in ‘Winston Salem. so it would be pratty ratural maich

KEITH

Keith 0. Munsan

Womble Carlyle Sandndge & Rice, PLLC
Poinzett Plaza, Suite 700

104 3, Main Sirest

Greenville, South Carolina 25601
864.255.5412 (Direct)

BE4.255. 5480 (Fax)
Kmunson{@wcsr.com

WWW.WCST.Com

WOMBLE
CARLYLE
DUR LONTERS

MEAN BUSINESS
CONFIDENTIALITY NOTICE: This slectranic mail transmission has been
sent by a lawyer. It may contain information that is confidential,
privileged, proprietary, or otherwise legally exempt from
disclosure. If you are not the intended recipient, you are hersby
notified that you are not authorized to read, print, retain, copy

CONFIDENTLL,

5/16/2005 =



Womble Carlyle Sandridge & Rice Page 3 cf 3

or disseminate this message, any part of it, or any attachments.

If you have received this message in error, please delete this
message and any aftachments from your system without reading the
content and notify the sender immediately of the inadvertent
transmission. There is no intent on the part of the sender to waive
any privilege, including the attorney-client privilege, that may

attach to this communication. Thank you for your cooperation.

T s s o e —_—= —— et —

This message is for the sole use of the intended recipient. If you received this message in error
please delete it and notify us. If this message was misdirected, CSFB does not waive any
confidentiality or privilege. CSFB retains and monitors electronic communications sent through
its network. Instructions transmitted over this system are not binding on CSFB until they are
confirmed by us. Message transmission is not guaranteed to be secure.

CONFIDENTIAL
5/16/2005



Steffen, Susan

From: Munsaon, Keith [KMunson@wesr.com]

Sent: Wednesday, March 02, 2005 3:19 PM

To: Cavies, Adam

Cc: Mandanas, MaryBeth

Subject: RE: First call

Bisase g2z Confidenciality Notice befors —sading email.

Perfeaty I will set up-a bridgs Confersnos o3il
****** Criginal Message-----

Erom: Javises, Adam [mailto:adam.davias@csso

Sent: Wed Mar 02 14:08:43 2005

Toiz Munson, Xsith

Co Mandanas, MazryBeth

Subjzce: BE: Firstc eall

"'"'T'F"""r'l"'li"l-lri-+'i-1'*'|r'l'+*'r'--*i-r'-r**r1'tlI-'--ﬂ--l--.--q--“-rrrtr..bbi-*vq--'-.-‘--—.._...

so g Can call in from anywhsra,

Adam: 1lth is a no go all
am in 3an Diego d my secr

I

2T

navs possibls datses, ths bet
this the 4th, if you want ¢
----- Original Message-----
From: daviss, BAdam [mailco:adam
Sent: Tue Mar 01 21:22:33 2003
To: Munsaon, ¥Keith
Sutject: First call
Haith,
Waz not cezcain
Wwas good oOr wWas
i it works for
Many thanks.
ADAM 5. DAVIES
Vice Prasident, Mergers & Acquisitions

Credit Suisse First Boston LIC
Eleven Madison Avenues, 22nd Flcor
New ¥York, NY 10010

+1 212 325 5851 Telephone

+1 212 743 2027 Telefax
+1 917 754 5471 Mobile
mailtoradam.davies@csfb. com

This message is for the sole use of the ia

tended
1

recipienc. If you received

CONFIDENTIAL




Steffen, Susan

From: Davigs, Adam
Sent: Monday, April 04, 2005 6;10 AM
To: 'kmunson@wesr.com'

Subject: Tuesday meeting

Keithn,
1 wanted to coniiim with you ouf mesting for tomorrow. Macy 8Seth and I are lookins Farward
Lo mesting with you te ravisw the mactsrials we hdve pis btogarhsr and discuss che

situacion.

We are on a flighr rthar arciwvss in gfzar 8:
your offices batwesn 3 and 9:30am: w2 have
litzle afs=sr 2pm but this will scill ILeast 3
which =hould be suffiziant.

ATEN

Vizs 8
seadd

Elave

Haw Yorx,

171 327

+1 FIF 74

+1 817 75

mailtorad

% CONFIDENTIAL




Steffen, Susan

From: Munsan, Keith [KMunson@wesr com]
Sent: Tuesday, Apnl 05, 2005 5:57 PM

To: Davies, Adam

Subject: revised input attached

=
Untited SC PUBLIC
Attachment 2E AUTHORYI

CONFIDENTIAL



+ Steffen, Susan

From: Munson, Keith [KMunson@wesr.com]
Sent:- Tuesday, April 05, 2005 4:56 PM

To: Davies, Adam

Subject: SC History Calculation

Please see Confidentiality Maotice before reading email.

AT TA AN T A TATATAATAAAT AT AR TE TS ST

AT ETTEEE FEAEE

At 5.035 rate differential on the combined coop system for $12.734 billion kilowatt hours is over 3440 million per yearand just
over 38 billion for the remaining 18 years. | had noted 3400 million 2nd over 37 billicn, butitis a higher. KEITH

WOMBLE
CARLYLE

CUR LLAWYERS
MEAN BHUSINESS

i b L e e e ]

CONFIDENTIALITY NOTICE. This electronic mail transmission has bean
sent by a lawyer, It may contain information that is confidentia,
privileged, propristary, or otherwise legally sxempt fram

disclosura. If you ars not the intended recipient, you ars hereby
notified that you are not authorized to read, print, retain, copy

ar disseminate this message, any part of it, ar any attachments.

If you have received this message in error, pleasa delete this
message and any attachments from your system without reading the
content and notify the sender immediately of the inadvertent
transmission. Thera is no intent on the part of the sender to waive
any privilege, including the attorney-client privilege, that may

altach to this communication. Thank you far your cocperation.

CONFIDENTIAL
5/13/2005



» Stef‘fen, Susan

Please see Confidentiality Notice befora reading email

A T T T T T T N T T T T T T T T e T T e T E R TR RS

OMBLE
_ARLYLE
CUR LOYYERS

MEAN BUSINESS

W A S T T T AT T I AT T TR AR A TN A ET A

CONFIDENTIALITY NOTICE: This electronic mail transrission has besn
sent by a lawyer, It may cantain information that is confidential,
privileged, preprietary, or otherwise legally exempt fram

disclosure. If you are not the intended recipient, you ars hersoy
notified that you are not autharized to read, print, retain, copy

or disseminate this message, any part of if, ar any attachmenis

if you have received this message in error, please delets this
meassage and any attachments from your system without reading the
content and notify the sender immediataly of the inadvertent
transmission, Therz is no intent an the part of the sendar to waive
any privilege, including the attorney-ciignt privilege, that may

attach to this communication. Thank you for your cocperation.

CONFIDENTIAL
5/13/2005 _ i



BRIEF HISTORY AND ANALYSIS OF THE §.C. PUBLIC SERVICE
AUTHORITY (SANTEE COOPER)’

In 1926, the Columbia Railway & Navigation Company obtained a license from the Federal
Power Commission to construct a hydroelectric project in the lower part of South Carolina.
After the stock market crashed in 1929, South Carolina entered the Great Depression with the
rest of the country and progress stalled on this private hydroelectric project. In 1932, Frankiin D.
Roosevelt was elected president, and he had been a supporter of public power as the Governor of
New York. Representatives of South Carolina began lobbying FDR’s supporters and
administration concerning the possibility of the federal government participating in making the
Santee River/Cooper River hydroelectric power project a public power praject.  FDR's
admuinistration was receptive to participating in the completion of the Santee River/Cooper River
hydroelectric project.

To facilitate the federal government’s involvement. legislation was introduced in the South
Carolina General Assembly in 1933 to create the South Carolina Public Service Authority for the
purpose of undertaking the Santee Ceoper hvdroelectric power generating project. However. the
bill was defeated and the South Carolina General Assembly refused to create the South Carolina
Public Service Authority (“Santee Cooper™) (see generally, the History of Santee Cooper 1934
1984 by Walter B. Edgar). The reasons for opposing the creation of the South Carolina Public
Service Authority included the belief by manv members of the General Assembly that the
production of power should be left solely to the private sector. However. after the 1933 defeat.
the ardent supporters of the project set out on a state-wide education campaign to drum up public
support for the Santee Cooper hydroelectric power project. As a result, in 1934, the General
Assembly passed legislation creating the South Carolina Public Service Authority.

In July 1935, President Franklin D. Roosevelt approved the Santee Cooper project and wrote
South Carolina’s Senater James F. Burns to say that he was convinced that the project would
significantly overcome the distress caused bv unemplovment in the area. Work camps were set
up for some 6000 workers, who were drawn from the certified relief rolls of every county in
South Carolina. The federal government initally dedicated $16,630,000 in orant money and
$14.850.000 in loans to fund the construction of the Santee Cooper project. (Congressional
Record June 21, 1937, p. 6054).

The driving force behind the Santee Cooper project was the generation of power “so that
electricity could be provided for the rural areas of the state. In 1936. less than 2.5% of the farms
in South Carolina had electricity.” (History af Santee Cooper 1934-1984, p. 11). Overall, in
1934, only approximately 3% of South Carolina’s rural residents had electricity. By 1944, more
than 93% of South Carolina’s rural residents had electrical power to light their homes.

Today, Santee Cooper’s predominant purpose to provide access to electricity for South Carolina
residents has been universally achieved. In addition, most of the secondary aspirations of Santee

' This history was provided by Keith Munson, Chairman of the Santee Cooper Legal Affairs
Committee and attorney with Womble Carlyle Sandridge & Rice in Greenville, South Carolina.

Error! Unknown document property name. CONFIDENTIAL




Cooper have also been achieved. These included: public works jobs during the Depression,
eradication of malaria hazards, land reclamation. flood control in the low country and the
provision of significant recreational facilities. In some respects, the Santee Cooper project is
similar to another Franklin D. Roosevelt project — the March of Dimes. In 1938, President
Roosevelt began a grass-roots fundraising organization to defeat the then-raging epidemic of
polio. By the 1960s, the polio vaccine and the efforts of the March of Dime had virtually
eradicated polio in North America. This was a crossroads event for the March of Dimes and.
instead of perpetuating its existence as a polio fighting organization, it redeploved its asset and
equity to address the significant problem of birth defect and prenatal care. Today, most people
are likely to associate the March of Dimes with preventing birth defects, rather than its original
mission to battle polio.

Santee Cooper can be viewed as being at a similar crossroads. Its original predominant mission
has been achieved. Consequently, its assets and equity have necessarily been redeployed. Over
time, its mission has migrated from providing initial access to needed electricity to merely
providing marginally cheaper electricity to residents along the coast. electricity wholesalers and
existing industry.” Because this evolution in mission occurred gradually and seamlessly over
nme, the current mission has not been the result of a deliberative public policy process.

When the General Assembly passed the enabling act to create the South Carolina Public Service
Authority. it set up the State as the sole owner of Santee Cooper.”’ Today, with assets
approaching $3 billion dollars, Santee Cooper is the largest single asset of the State of South
Carolina. Consequently, a deliberative public policy discussion should occur on the appropriate
deployment of the State’s equity in Santee Cooper. It is possible that this deliberative process
will result in the affirmation of the existing deployment of those assets. However, in order to
have a fully-informed public policy discussion, it is necessary to have an understanding of the
monetary value of Santee Cooper and an estimate of the State’s potential equity in Santee
Cooper. Consequently, a significant purpose of this study is to value Santee Cooper under
various alternatives and provide a mechanism for estimating the State’s equity in Santee Cooper
so that the appropriate public officials can have a policy discussion concerning the most
advantageous deployment of the State’s limited resources. For example, if the value of the
State’s equity in Santee Cooper is a billion dollars, the General Assembly may want to discuss
whether a billion dollars might be benter deployed addressing current educational or
infrastructure demands in South Carolina.

This deliberative process should probably include discussion of several related matters. For
example, although Santee Cooper receives no annual appropriations from the State, it does
receive the benefit of tax exempt status which has been estimated to equate to approximately $30
million a year in lost tax revenue to the State of South Carolina. To make up for this. the General
Assembly required Santee Cooper pay to the State, ~. . . all net eamnings thereof not necessarv or
desirable for the prudent conduct and operation of its business . . . to the State Treasurer for the
general funds of the State and shall be used to reduce the tax burdens of the people of this Statz.”

* In fairness, it should be noted that Santee Cooper’s rate is not always the cheapest alternative.
3 “The South Carolina Public Service Authority is a corporation, completed, owned by and to be
operated for the benefit of the people of this State.” (§ 58-31-110, S.C. Code).
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(§ 58-31-110. 5.C. Cade). According to the History of Santee Cooper [934-1984, the amount
distributed to the State was at one time calculated by “1aking one half of the monies remainine in
the Revenue Fund after all obligations have been met.” (p. 19). For the past 13 years or so. the
amount paid to the State has generally been limited to 1% of Santee Cooper’s gross revenues.
This is approximately $10 million, which is only about 1/3 of the property taxes avoided bv
Santec Cooper’s tax exempt status. This $40 million difference is significant and was
unanticipated at the time that Santee Cooper was created. Almost immediately after the South
Carolina Public Service Authority was created. private power companies brought suit before the
South Carolina Supreme Court to have the enabling Act declared unconstitutional. One of their
complaints was that the tax exempt status of the South Carolina Public Service Autherity would
create a shift in tax liability to other citizens of South Carolina. In rejecting this areument, the
South Carolina Supreme Court specificallv noted that = . . _ it appears from the record that the
Authority will pay into the State Treasury a portion of its revenues which will reasonably be
expected to be equivalent to taxes paid by a private corporation in like situation.” (Clark v. South
Carolina Public Service Authority. 177 S.C. 427, 181 S.E. 481. 486 (1934))° Consequently. it
appears that the current practice of Santee Cooper to pay an amount equivalent to onls
approximately 1/3 of the foregone property taxes is markedly lower than the expectation of the
entities that created and validated the South Carolina Public Service Authority in the mid-1230s.

Another issue worthy of consideration in this deliberanve process is the relationship among
Santee Cooper, the electric cooperatives and ultimate users of Santee Cooper electricity in South
Carolina. In 2004, Santee Cooper charged Central Eleciric Cooperative approximately 4.5¢ per
kilowatt hour (for electricity). Central then resold the electricity to the individual electric
cooperative who resold the electricity to their residential and commercial customers. The
mark-up by the time the electricity reached the residential customer was approximately 3.5¢ (1o
8¢). For all of 2004, Central purchased 12,754.364.630 kilowatt hours of electricity from Santes
Cooper, which was resold principally to residential customers of the individual co-ops. An
average 3.5¢ per kilowatt mark up between Santee Cooper and the cooperative customer, would
generate over 5440 million in revenue (above the cost of electricity) for the cooperative svstem.
The current contract between Central and Santee Cooper extends through the year 2023,
Therefore, over the remaining life of the contract, the cooperative system can expect to generate

* Santee Cooper’s payment of 1% of revenues to the state is well below the national median
amount of 6.6% for large public power companies and 5.8% for all public power companies
(American Public Power Association’s 2003-06 Annual Directory & Statistical Report, p. 46). It
is also well below the median amount of 5.1% paid by large investor-owned utilities. (APPA
Statistical Report, p. 48). For 2003, Santee Cooper would have had to pay approximately 333
million to match similarly situated investor-owned utilities, approximately 560 million to match
all public power companies, and approximately $68 million to match similarly sized public
power companies. Even taking into account the additional $13 million dollar payment made to
the state in 2004, Santee Cooper still paid less than half of the median percentage of each of these
comparable power company categories.
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more than $3 billion in revenue (in excess of its cost of electricitv).” [f efficiencies in the

cooperative system could reduce the amount of revenue above the cost of electricity to $6 billion

dollars, cooperative customers could save about 12.3% on their electricity bills for the next 18
]

years.

KDMicim

? This is more than the value of all of Santee Cooper’s assets and also exceeds the state’s entire
annual budget for fiscal year 2004.

® This would allow for an approximate 1¢ reduction in kilowatt hour cost, from approximately 8¢
to 7¢ (which is slightly more than the average rate paid by Santee Cooper’s direct serve
residential customers). This equates to a 12.3% savings: 7¢ / 8¢ = 12.5% savings.
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SANTEE COOPER VALUATIONS

Santee Cooper could achieve an approximate 10% increase in revenus without raising residential
rates if it captured just 1¢ of the 3.5¢ mark-up paid by indirect residential end users.

Here is how:

L.

2

b

Ly

Santee Cooper charges Central 4.5¢/kilowatt hour.
Cooperative residential customers pay 8e/kilowatt hour.

If just 1¢ of the mark-up that the cooperative residential customers paid went to Santee
Cooper, Santee Cooper’s revenue would increase by about 10%.

Central is approximately one half of Santee Cooper’s business. so this i¢ would Sgudire to
about 3¢ as to all of Santee Cooper’s business.

Assuming (conservatively) that Santee Cooper averages 3.5¢ kilowarn hour on its direct
serve and industrial customers (non-central customers). then its overall average
price/kilowatt hour is S¢/kilowatt hour. [average of 4.5 and 3.3].

Since capturing the rate paid by cooperative system customers would amount to
additional revenue of .Se¢/kilowart hour. the average kilowan revenue would increase
from 53¢ to 3.3¢, which is a 10% increase in revenue (without any increase in cost on end
user residential customers).

Calculated another way, 1¢ multiplied by 12,743,000,000 kilowatt hours. equals about
£125 million additional revenue dollars or a little more than a 10% increase.

Therefore, in valuing Santee Cooper under various models, it would be accurate to say that:
“This value is supportable without any material residential rate increases, assuming that Santee
Cooper realizes a minimal portion of the mark-up currently being charged to its indirect
residential customers.”
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Footnote to [PO Section?

One member of the Board of Directors suggested considering an alternative similar to an [PO
known as “demutualization.” Under this proposed alternative. since the General Assembly
established Santes Cooper as “a corporation, completely owned by and to be operated for the
benefit of the people of this state,” with its excess profits to be used to “reduce the tax burdens
on the people of this state™ (§ 58-31-110, S.C. Code), the ownership of Santee Cooper could be
turned over directly to the tax payvers of South Carolina. This could be accomplished by setting
up a public company to own Santee Cooper and distributing the ownership shares of the public
corporation directly to the taxpayers of South Carolina. The taxpavers. as shareholders. would
then select the Board of Directors and be free to buy and sell shares of Santee Cooper. Because
this alternative would not create an equity fund for the State. it is bevond the scope of this
valuation study. Moreover, although there are numerous examples of successful
demutualization, the feasibility of demutualization Santee Cooper would have to be studied
betore any specific recommendations could be proposed.
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Steffen, Susan

From: Munsan, Keith [KMunson@wesr.com]

Sent:  Friday, April 08, 2005 11:42 AM

To: Davies, Adam

Subject: Generation Cost v. rate paid by end use Bar Graph comparison chart 1898-2003

Please see Confidentiality Notice befors reading email.

R b R T T i a————

Adam: if | wanted to create just such a chart, where would | getthe source data? | think all | would need would ba:

1. Average annual cost to Central (| have that fer 2002 and 2003 from Lonnie), but what is your sgurce and can you send me -
the figuras and source pages?

2. Average residential end user cost in direct serve territory
3. Average residential end user cost in combined cooperative territary (folding Saluda in with other coops)

Thanks, KEITH

EE}D@LE

OUR LAWYERS
MEAN BLSINESS

B e e e s 2 b ]

CONFIDENTIALITY NOTICE: This electronic mail transmission has been
sent by a lawyer. |t may contain information that is confidential,
privileged, proprietary, or otherwise legally exempt from

disclosure, If you are not the intended recipient, you ars hereby
notified that you are not authorized to read, print, retain, copy

or disseminate this message, any part of it, or any attachments.

If you have received this message in error, please delete this
message and any attachments from your system without reading the
content and notify the sender immediately of the inadvertant
transmission. There is no intent on the part of the sender to waive
any privilege, including the attorney-client privilege, that may

attach to this communication. Thank you for your cooperation.

CONFIDENTIAL
5/13/2005



© Steffen, Susan

From: DCavies, Adam

Sent: Tuesday, April 12, 2005 2:26 PM

To: ‘Munsan, Keaith'

Ce: Mandanas, MaryBeth, Bosse, Pierre; O'Meally, Lauren

Subject: RE: Generation Cost v. rate paid by 2nd use Bar Graph comparison chart 1998-2003

Kaith,

Please find attached a spreadsheet setting out:

1) The average =nd user residential rate for direct serve cutomers

2) The average =nd user residential rate for the combined cooperative territory
3) The average wholesale rate to the combined cooperatives.

Wea do not have detailed the supply cost to Santes of direct serve customers. By subtracting (3) from (1) and (2) above, |
pelieve you will get directionally very close to what you ara looking far

Regards.

—-Original Message-----

From: Munson, Keith [mallto: KMunson@wesr.com]

Sant: Friday, April 08, 2005 11:42 AM

To: Adam 5. Davies (E-mail)

Subject: Generation Cost v. rate paid by end usa Bar Graph comparison chart 1298-2003

Flease see Confidentiality Motice before reading amail,

R A T R A RN T AT A AT AR T AT AT A AT AT TAWEN AT S S

Adam: if | wanted to create just such 2 chart, where would | get the sourca data? | think 21l | would nesd would
be:

1. Average annual cost to Central (| have that for 2002 and 2003 from Lonnig), but what is your source and can
you send me the figures and source pages?

2. Average residential end user cost in direct serve temitary

3. Average residential end user cost in combined cooperative temitory (folding Saluda in with other COOps)

Thanks, KEITH

COMNFIDENTIALITY NOTICE: This glectronic mail transmission has besn
sent by a lawyer. |t may contain information that is confidential,
privileged, proprietary, or otherwise legally exempt from

5/16/2005
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"disclosure, If you ara not the intended recipient, you ars hersby
nciified that you ares not authorizad to read, print, retain, copy
or disseminate this message, any part of it, or any attachments.
If you have received this message in arror, pleasa delete this
message and any attachments from your system without reading the
content and notify the sender immediately of the inadvertent
transmissicn. Thera is no intent on the part of the sender to waive
any privilege, including the attorney-client privilege, that may
aftach to this communication. Thank you for your cooperation.
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Steffen, Susan

From: Munsan, Keith [KMunsen@wcsr.com|
Sent: Wednesday, April 13, 2005 8:39 PM
To: Davies, Adam

Subject: Rate Comparison in Graphic Format

%
Untitted  Santee Rate
Attachment 1parisan Char

i CDN-F]:DEHT 1AL



Steffen, Susan

Flease see Confidentiality Notice before reading email,

e e e e e e

Adam: attached now the numbers converted to graphic format for me. Thanks Again. KEITH

OMBLE
%&RLYLE

OUR LWYERS
MEAN BUSINESS

S T A T T T AT ISR ETEEET AT ST S S AW

CONFIDENTIALITY NCTICE; This electronic mail transmission has bean
sent by a lawyer. It may contain information that is confidential,
orivileged, propnetary, or otherwise legally exempt from

disclosure. If you are not the intended recipient, you ars herety
natified that you are not authorized to read, print, retain, copy

or disseminate this message, any part of it, or any atiachmenis,

If you have received this message in error, please delete this
message and any atiachments from your system without reading the
content and notify the sender immediately of the inadverent
transmissian, Therez is no intent an the part of the sender o waive
any privilege, including the attarney-client privilege, that may

attach to this communication. Thank you for your cooperation,

CONFIDENTIATL
5/13/2005
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Page 1of1

Munson, Keith

From: Munson, Keith

Sent:  Friday, Aprl 15, 2005 4:34 FM

To: Adam 5, Davies (E-mail); Mary Beth Mandanas (E-mail)
Subject; Tweaked History/Forward re: Santas Coaper

Thanks. Have a nica weakend. KEITH

Keith D. Munson

Womnble Carlyle Sandndge & Rice, PLLC
Poinsatt Plaza, Suite 70O

104 5. Main Strest

Greenville, South Carolina 28601
B54.255.5412 (Direct)

854.255.5480 (Fax)
Kmunsan@wesr.com

WA WIGST. Com

5/11/2005
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Version Attached to KDM's 4/13/05 Email 1o CSFB

BRIEF HISTORY AND ANALYSIS OF THE S.C. PUBLIC SERVICE
AUTHORITY (SANTEE COOPERY

In 1926, the Columbia Railway & Navigation Company obtained a license from the Federal
Power Commission to construct a hydroelectric project in the lower part of South Carelina.
After the stock market crashed in 1929, South Carolina entered the Great Depression with the
rest of the country and progress stalled on this private hydroelectric project. In 1932, Franklin D.
Roosevelt was elected president, and he had been a supporter of public power as the Govemor of
New York. Representatives of South Carolina began lobbving FDR's supperters and
administration concerning the possibility of the federal govemment parneipating in making the
Santze River/Cooper River hydroelectric power project a public power project. FDR's
administration was receptive to participating in the completion of the Santee River Cocper River

hydroelectric project.

To facilitate the federal government’s involvement, legislation was introduced in the South
Carolina General Assembly in 1933 to create the South Carolina Public Service Authority for the
purpose of undertaking the Santee Cooper hydroelectric power generating project. However, the
bill was defeated and the South Carolina General Assembly refused to create the South Carolina
Public Service Authonity (“Santee Cooper™) (see generally, History of Santee Cooper [934-1984
by Walter B. Edgar) (hereinafter “History of Santee Cooper”). The reasons for opposing the
creation of the South Carolina Public Service Authority included the belief by many members of
the General Assembly that the production of power should be left solely to the private sector.
However, after the 1933 defeat, the ardent supporters of the project set out on a state-wide
education campaign to drum up public support for the Santee Cooper hydroelectric power
project. As a result, in 1934, the General Assembly passed legislation creating the South

Carolina Public Service Authority.

At the same time, in 1934, FDR's New Deal of public works projects was well underway and

there was significant discussion among the states about getting their “fair share” of New Deal

! This history was provided by Keith Munson, Chairman of the Santee Cooper Legal Affairs
Committee and attorney with Womble Carlyle Sandridge & Rice in Greenville, South Carolina.

CONFIDENTIAL



money. South Carolina averaged only 541.61 per capita, whereas the rest of the states in the
Union averaged $57 per capita. Supporters of the Santee Cooper project used this discrepancy to
help win federal support for the project, which brought South Carolina’s average above the
national average. (History of Santee Cooper, p. 3). Of course, this took South Carolina out of the
running for other New Deal money, and so in a very real sense, the state paid for the Santee
Cooper project with its New Deal quota allotments (the federal govemnment ultimately provided
$21.7 milbion in grants and 326.5 in federal loans [348.2 total] for the Santee Cooper project).

(Id. atp. 7).

[ July 1933, President Franklin D. Roosevelt approved the Santee Cooper project and wrote
South Carolina’s Senator James F. Bums to say that he was convinced that the project would
significantly overcome the disirsss caused by unemployment in the area. Work camps were sat
up for some 6000 workers, who wers drawn ffom the certified relief rolls of every county in

South Carolina.

The driving force behind the Santee Cooper project was the generation of power “so that
electricity could be provided for the rural areas of the state. In 1936, less than 2.5% of the farms
in South Carolina had electricity.” (History of Santze Cooper, p. 11). Overall, in 1934, only
approximately 3% of South Carolina’s rural residents had electricity. By 1944, more than 93%

of South Carnlina’s rural residents had electrical power to light their homes.

Today, Santee Couper’s original predominant purpose to provide access to electricity for South
Carolina residents has been universally achieved. In addition, mest of the ongmnal secondary
aspirations of Santee Cooper have also been achieved. These included: public works jobs during
the Depression, eradication of malana hazards, land reclamation, flood control in the low country
and the provision of significant recreational facilities. In some respects, the Santee Cooper
project is similar to another Franklin D. Roosevelt project — the National Foundation for Infantile
Paralysis (i.e., the March of Dimes). In 1938, President Roosevelt began this grass-roots
fundraising organization to defeat the then-raging epidemic of polio. By the 1960s, the polio
vaccine and the efforts of the March of Dime had virtually eradicated polio in Morth Amenca
This was a crossroads event for the March of Dimes and, instead of perpetuating its existence as

a polio fighting organization, it redeployed its assets to address the significant problem of birth
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defect and prenatal care. Today, most pecple are likely to associate the March of Dimes with

preventing birth defects, rather than its original mission to battle polio.

Santee Cooper can be viewed as being at a similar crossroads. Its onginal predominant mission
has been achieved. Consequently, its assets and equity have necessarily been redeployed. Over
time, its mission has migrated from providing inital access to needed electricity to merely
providing marginally cheaper electricity to residents along the coast, electricity wholesalers and
existing industry.® Because this evolution in mission occurred gradually and seamlessly aver

time, the current mission may not have been the result of a deliberative public policy process.

When the General Assembly passed the enabling act to create the South Carolina Public Servics
Authority, it set up the State as the scle owner of Santes {:GEI[JEI'.} Today, with assels
approaching 35 billien dollars, Santee Cooper is the largest single asset of the State of Scuth
Carolina. Consequently, a deliberative public policy discussion should occur on the appropriate
utilization of the State's equity in Santes Cooper. In order to have a fully-informed public
policy discussion, it is necessary to have an understanding of the value of the State’s equity in
Santee Cooper. Consequently, a significant purpose of this study is to value Santee Cooper
under various alternatives and provide a mechanism for estimating the State’s equity in Santee
Cooper so that the appropriate public officials can have a policy discussion concerning the proper

utilization of the State’s limited resources.

This deliberative process should probably include discussion of several related matiers. For
example, although Santee Cooper receives no annual appropriations from the State, it does
receive the benefit of tax exempt status which has been estimated to equate to approximately 350
million a year in lost tax revenue to the State of South Carolina. To make up for this, the General
Assembly required Santee Cooper pay to the State, *. . . all net eamnings thereof not necessary or
desirable for the prudent conduct and operation of its business . . . fo the State Treasurer for the

general funds of the State and shall be used to reduce the tax burdens of the people of this State.”

* In fairness, it should be noted that Santee Cooper's rate is not always the cheapest alternative.

3 “The South Carolina Public Service Authority is a corporation, completed, owned by and to be
operated for the benefit of the people of this State.” (§ 58-31-110, 3.C. Code).
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(§ 58-31-110, S.C. Code). According to the History of Santee Cooper, the amount distnbuted to
the State was at one time calculated by “taking one half of the monies remaining in the Revenue
Fund after all obligations have been met.” (p. 19). For the past 15 years or so, the amount paid to
the State has generally been limited to 1% of Santee Cooper's gross revenues. This is
approximately S10 million, which is only about 1/5 of the property taxes avoided by Santee
Cooper's tax exempt status. This 340 million difference is significant and was unanticipated at
the time that Santee Cooper was created. Almost immediately after the South Carolina Public
Service Authority was created, private power companies brought suit before the South Carolina
Supreme Court to have the enabling Act declared unconstirutional. One of their complaints was
that the tax exempt status of the South Carolina Public Service Authority would create a shift in
tax liability to other citizens of Seuth Carolina. The South Carolina Supreme Court disagreed,
specifically noting that . . . it appears fom the record that the Authority will pay into the State
Treasury a portion of its revenues which will reasonably be expected to be equivalent to taxes
paid by a private corporation in like situation.™ (Clark v. Sowth Carolina Public Service
Authority, 177 8.C. 427, 181 S.E. 481, 486 (1934))." Consequently, it appears that the current
practice of Santee Cooper to pay an amount equivalent to only approximately 1/5 of the forezone
property taxes is markedly lower than the expectation of the entities that created and validated

the South Carolina Public Service Authornity in the mid-1930s.

Another issue worthy of consideration in this deliberative process is the relationship among
Santee Cooper, the slectric cooperatives and ultimate users of Santee Cooper electricity in South

Carolina. In 2004, Santee Cooper charged Central Electric Cooperative approximately 4.3¢ per

* Santee Cooper’s payment of 1% of revenues to the state is well below the national median
amount of 6.6% for large public power companies and 3.8% for all public power companies
(American Public Power Association’s 2005-06 Annual Directory & Statistical Report, p. 46). It
is also well below the median amount of 5.1% paid by large investor-owned utilities. (APPA
Statistical Report, p. 48). For 2003, Santes Cooper would have had to pay approximately 333
million to match similarly situated investor-owned utilities, approximately 360 million to match
all public power companies, and approximately 368 million to match similarly sized public
power companies. Even taking into account the additional $13 million dollar payment to the
state in 2004, Santes Cooper still paid less than half of the median percentage of each of these

comparable power company categories.
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kilowatt hour (for electricity). Central then resold the electricity to the individual electric
cooperative who resold the electricity to their residential and commercial customers, The
mark-up by the time the electricity reached the residential customer was approximately 3.5¢ (to
8¢). For all of 2004, Central purchased 12,734,364,630 kilowatt hours of electricity from Santee
Cooper, which were resold principally to residential customers of the individual co-ops. An
average 3.5¢ per kilowatt mark up between Santee Cooper and the cooperative customer, would
generate over 5440 million in revenue (above the cost of electnicity) for the cooperative system.
The current contact between Cenmal and Santee Cooper extends through the year 2073,
Therefore, over the remaining life of the contract, the cooperative system can expect to generate
mor= than S8 billion in revenue (in excess of its cost of electrciry).” If efficiencies in the
cooperative system could reduce the amount of revenue above the cost of electricity 1o 36 billion

dollars, cooperative customers could save about 12.3% on their electricity bills for the next 18

years.”

KDMicjm

? This is more than the value of all of Santee Cooper’s assets and also exceeds the state’s entire
ammual budget for Ascal year 2004,

S This would allow for an approximate 1¢ reduction in kilowatt hour cost, from approximately 8¢
to 7¢ (which is slightly more than the average rate paid by Santee Cooper’s direct serve
residential customers). This equates to a 12.3% savings: 7¢ / 8¢ = 12.5% savings.
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Steffen, Susan

From: Mandanas, MaryBeth

Sent: Friday, May 13, 2005 2:44 PM

To: Steffen, Susan

Cc: Burstein, Deborah; Kozlowski, Pater
Subject: FW: Santee

UNTITLED.P
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----- Original Message--——
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—————O:Lg*na_ HMassage-——--
Daviag, Adam [mailto:
Wednesday, April 20,
Munson, Xeith

Subject: RE: Santas

As zocn as it is done, we will fax it to you.

----- Original Message-----

From: Munson, Ksith [mailfo:XMunson@wcsr.com]

Sent: Wednesday, April 20, 2005 8:17 PM

To: Daviss, Adam

Subjecz: RE: Santes

Blease ses Confidentiality Motice before reading amail.

R R Rk TR TR T T TR T ERNNIRFERE LTSI AT T LT T Tr TR r s s s e Ry s rrrrrsr e "

Thanks, think vou could email or fax me 2 copy of it. HEITH

Kaith 0., Munson

Wombles Carlyle Sandridge & Riecs, PLLC

Poinsett Plaza, Suite 700

104 5. Main Str=aec

Greenville, South Carolina 29601

B64.255.5412 (Direct)

864.253.5480 (Fax)

knunson@wosrc.com

WWW. WCST . com

----- Original Message--—-—-

From: Davies, Adam [mailto:adam.daviesBcsib.com]

Sent: Wednesday, Bpril 20, 2005 5:33 2M

To: Munson, Keith

Subject: Santes

I received your sarlier voicemail. The omission of the page you raferenced
was an oversight on our part and we will get the page to you.

Begards.
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[
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EDAM

5. DAVIES
Vice President, Mergszs & Acguisit
Cradirc Suisse First Beoston LLC

Elavan Madison Avenue, 2Znd Floor
Mew Yorx, NY 10014

325 5351 Telephone

T43 2027 Telatfax

734 S471 Mokile
radam.daviss@csibh.com
T ey Dk EES S S S
This messags is for the =sole uss of
tnis message in srror please daletas
misdirecced, C5FB doss not waive an

i10ms

Rt e i e e S e e

the intendad recipisnc. IF you receivad
it and notify us. If this messags was

vy confidentialicty or privilage. CSE3

r2fains and monitors elactronic communications ssnt through its natwork,

Instructions transmictad over this
aras confirmed ﬂk uE. MESE&;E Eransm

oSS oS SESESESEERS TS s EEEs

TR R T T A AT FTETFETTTAATT T STRSSESE SRS e

OMFIDENTIALITY MOTICZ: This alactor
lawver may conta®a in
or atharwi

system are not binding on CSFB uncil

they

igzion 1is net guarantaed co S -securs.

R e

onic mail trapsmission Ra
formation that 1s confident

se legally swempt from

Yy Intended recipgient; wou ars hesshy
T you ALy S0Py
se-th cuments
recaiy a2 Zht3
any ATt ding Tths
necify LERT

Ther= 2T Ta =

2, Lfnclu that may
is commun Thank you for your SAon .

a0 RET R B - b Bt o P Dl e 2 b e e e e SS= S O e .
This massage is for the sole dse of the Intended récipisnc. IZ you saggivad
this message in erro- plaass deletes it and notify ws. IS chis messaga was
misdirectad, CS5F3 doss not waive any confidenrialiry or privilage. C5F2
ratains and monitors elscironlic communications: sent through iTs network.
Instriuctions tr-ansmitted ovar this system are not 'binding ent €383 uniil they
are confirmed by us. Message transmission is nok guarantged ©O b2 sscurs.

e T e S e e e e

CONFIDENTIAL




Iyl [enuaprsay walsks doo)) [l

HOLI2uary 120 Jo] 150
Ay [ehuapisay sadoo aanmy : L d101 1500

t

1
§
E|
q
4
: |
1
3
o

T s e g —y

WINTWAIJ 1Y [ENUIPISIY WD, SU0T] S, W9)SAS d00)

CONFIDENTIAL



Steffen, Susan

From: Munson, Keith (KMunson@wcsr.com]
Sent: Wednesday, Apnl 20, 2005 9:01 PM
To: Davies, Adam

Ce: Mandanas, MaryBeth

Subject; Santes Cocper and Santee Cooperative

Please see Confidentiality Motice befora reading email,

S A AT A A T T T

Adam: | hape this cause to much of a problem, but Santee Electric Cooperative is NOT Santee Cooper. It is the County
Cooperative for the Santae County, South Carglina. On page 47 and 48, you have highlighted Santee Electric Coop in
green. on earfier pages, you highlighted Santes Cooper in gregn. In any event, if you thought Santee Electric Coop was
Santee Cooper, then you might have left its corrasponding number out of any average. Also, if you wantad to show a Santee
Cooper number on these pages (47-48) for comparison purposas, its not there. Hopefully, you just have to make the graen
ling and blue line an these pages. KEITH

WOMBLE
ARLYLE
CUR LAWY YERS
MEAN BUSLNESS

e TR L e b

R el LR

COMNFIDENTIALITY MOTICE: This electronic mail transmission has been
sant by a lawyer. It may contain information that is confidential,
privileged, proprietary, or otherwise legally exempt from

disclosure. If you are not the intendad recipient, you ars hereby
nofified that you are not authorized to read, print, retain, copy

or disseminate this message, any part of it, or any attachments.

If you have received this message in errar, please delete this
message and any attachments from your system without reading the
content and notify the sender immediately of the inadvertent
transmission. There is no intent an the part of the sender to waive
any privilege, including the attorney-client privilege, that may

attach to this communication. Thank you for your cooperation.

CONFIDENTIAL
5/13/2005



Kozlowski, Peter

Page 1 0of 1

From: Mandanas, MaryEeth

Sent:  Friday, May 06, 2005 4:22 PM

To: Burstein, Deborah; Kozlowski, Peter
Subject: FW: Chart to go with Forward

--—-0riginal Message——

From: Munson, Keith [mailto:KMunson@wecsr.com]
Sent: Wednesday, April 20, 2005 3:51 PM

To: Adam Davies (E-mail)

Cc: Mary Beth Mandanas (E-mail)

Subject: Chart to go with Forward

Please sea Confidentiality Notice befara raading 2mail.

T TR AT AT TR E TR AT TR T AR A AATE S S SR W TW W Ay

Can yau put this chart st the end of the forward. Thanks, KEITH

Keith D. Munson

Womble Carlyle Sandridge & Rice. FLLC
Poinsett Plaza, Suite 700

104 5. Main Strest

Greenville, South Carcling 25801

864 255.5412 {Direct)

BE4.255.5480 (Fax)
Kmunsan@wcsr.com

WWW. WCST.com

T T e W W

COMFIDENTIALITY NOTICE: This electronic mail ransmission has been
sent by a lawyer. It may contain information that is confidential,
privileged, propristary, or ctherwise legally axempt from

disclosure. If you are not the intended recipient, you are hereby
natified that you are not authorized to read, print, retain, copy

or disseminate this message. any part of it, ar any attachments.

If you have recaived this message in error, please deletz this
message and any attachments from your system without reading the
content and notify the sender immediately of the inadvertent
transmission. There is no intent on the part of the sender to waive
any privilege, including the attorney-client privilege, that may

attach to this communication. Thank you for your cooperation.

5182005 —

CGNFIDENTL%»L
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Page 10f 2

Kozlowski, Peter

From: Mandanas, MaryBeth

Sent:  Friday, May 06, 2005 4:23 PM

Ta: Burstein, Deborah; Kozlowski, Peter
Subject: FW: Comments on Report

—-0riginal Message-----

From: Munsan, Keith [mailto: KMunson@wcsr.com]
Sent: Wednesday, April 20, 2005 10:52 PM

To: Adam Davies (E-mail); Mary Beth Mandanas (E-mail)
Subject: Comments on Report

Please see Confidentiality Notice befora reading email.

FrmrErmrT T T T TITTTT T T T TSP TSRS G ST S S AW AT AW TR AR A

Thank vou tor letting me glance at vour copy of this todav. Here are myv stream of conscious/off the cuft

comments. Thanks. KEITH

-

1. This goes without saying, but on final remember to remove HC:FDPO text box at the bortom of the page.

2. after "redeployed” in the history, add "to an altered mission.”

3. Add $8 billion chart at end of forward section

4. Invaluations, has the "other property value” been added in? If not, can it be added in to bump up the
boxes on the chart on page 28 (maybe with a footnote to make clear that it included an approximation on

value of other property?)

5. Can you add a line for the average Co-ops in the Comparisons on page 43 and 467

o

Can vou make Santee Electric Coop blue and add Santee Cooper numbers to pages 47/487

ADD THE DIVIDEND YIELD CHART WITH BELLS AND WHISTLES AND SIMPLIFIED
GRAPHS AND PARAPHRASED CONCLUSIONS AND HIGHLIGHTS? This issue needs to find its
wav "front and center” in the executive summary as well, if possible. Do you thread the dividend yield
comparisons from page 33/54 and make some analytical conclusion about the insufficiency of Santee
Coopers' calculate dividend yield? Can you?

=]

8. Page 24 "Dividends" row. The second bullet on Santee Cooper side seems to match the first bullet on
Publicly traded side. Can we line these up and bold them and drop a big footnote or chart or call out box
and point out that Santee Cooper's payout to its owner is 1/5 - 1/6 the payout that owners of publicly

traded company gets. Could point this out in executive summary also.

9. BIG ADDITION: The report does not prominently address the forth alternative of assessing the
ways to get value to the State by Santee Cooper restructuring or modifying its business practices to
act like a privately owned power company - i.e., get its dividend yield, dividend payout and ROI
ratios in line. On Pages 10-13, could we add a fourth column and call it something like "Proforma

CONFIDENTIAL
5/13/2005 = = ___



. Page 2 of 2

Publicly Traded Company" or "As-if Publicly Traded Company" or "Ostensible Publicly Traded
Company" or ""Modeled as Publicly Traded Company" or "Simulated Publicly Traded Company",
etc. and then fill in something for all the rows. For example, you might say that debt ratio might
increase if the money is currently uses to pre-pay debt (debt reduction fund) is used to generate the
appropriate average dividend yield, payout or ROIL. This would conceivable create 2 4™ box on

page 26 and a i
range on page 28 and related pages and changes.

10. Can we beef up the Executive Summary with some 10,000 foot conclusions for the reader with short
attention spans. Things like, the electric utility market 15 on fire and this was a very appropriate time to
conduct a valuation. Santee Cooper has a book value of SXXICKXIE, if it conducted its business with
respect to its owner equity in the same way as a publicly traded utility the State could expect a vearly
pavout, return dividend of 33COCCOCCOL if the State were to sell certain assets or the entire company
under certain circumstance, Santee Cooper would have a value in the range of
AR OO OD06.0.0.0. 5.0, 6.0, 8.6 S 58

THANK YOLU.

sEEsEETTEETETTTTTIYTSCCTSRASASS SIS A A S AN E S

CONFIDENTIALITY NOTICE: This electronic mail transmission has been
sent by 3 lawyer. It may contain information that is confidential,
privileged, proprietary, or otharwise legally exempt from

disclosure. If you are not the intended recipient, you are hersby
natified that you are not authorized to read, print, retain, copy

or disseminate this message, any part of it, or any attachments

If you have received this message in arror, please delete this
message and any attachments from your system without reading the
content and notify the sender immediately of the inadvertent
transmission. There is no intent on the part of the sender to waive
any privilege. including the attorney-client privilege, that may

attach to this communication. Thank you for your cooperatian.

CONFIDENTIAL
5/13/2005 s e U SN || in



Superman Comments:

l.

-2

Lad

=

This goes without saving, but on final remember to remove HC:FDPO text box at the
bottom of the page.

after “redeployed” in the history, add “to an altered mission.”
Add chart at end of forward section

[n valuations. has the “other property value™ been added in? If not, can it be added in w0
bump up the boxes on the chart on page 28 (mavbe with a footnote to make clear that it
included an approximation on value of other properny?)

Can you add a line for the average Co-ops in the Comparisons on page 43 and 467

Can you make Santee Electric Coop blue and add Santee Cooper numbers to pages
47487

ADD THE DIVIDEND YIELD CHART WITH BELLS AND WHISTLES AND
SIMPLIFIED GRAPHS AND PARAPHRASED CONCLUSIONS AND HIGHLIGHTS?
This issue needs to find its wav “front and center” in the executive summarv as well, it
possible. Do you thread the dividend yield comparisons from page 33/34 and make some
analytical conclusion about the insufficiency of Santee Coopers” calculate dividend vield?
Can you?

Page 24, “Dividends™ row. The second bullet on Santee Cooper side seems to match the
first bullet on Publicly traded side. Can we line these up and bold them and drop a big
footnote or chart or call out box and point out that Santee Cooper’s payout to its owner is
1/5 = 1/6 the payout that owners of publicly traded company gets. Could point this out in
gxecurive summary also.

BIG ADDITION: The report does not prominently address the forth alternative of
assessing the ways to get value to the State by Santee Cooper restructuring or
modifying its business practices to act like a privately owned power company — i.e.,
get its dividend yield, dividend payout and ROI ratios in line. On Pages 10-13,
could we add a fourth column and call it something like *Proforma Publicly Traded
Company” or “As-if Publicly Traded Company” or “Ostensible Publicly Traded
Company” or “Modeled as Publicly Traded Company” or “Simulated Publicly
Traded Company”, etc. and then fill in something for all the rows. For example,
you might say that debt ratio might increase if the money is currently uses to pre-
pay debt (debt reduction fund) is used to generate the appropriate average dividend
yield, payout or ROL This would conceivable create a 4" box on page 26 and a 4™
range on page 218 and related pages and changes.

CONFIDENTIAL



10. Can we beef up the Executive Summary with some 10,000 foot conclusions for the
reader with short attention spans. Things like, the electric utility market is on fire and this
was a very appropriate time to conduct a valuation. Santee Cooper has a book value of
SXCOOCEX, if it conducted its business with respect to its owner equitv in the same
way as a publicly traded utility the State could expect a vearly payout, return dividend of
SXIOCOEEEX, if the State were to sell certain assets or the entire company under
certain circumstance, Santee Cooper would have a value in the range of
15,9,6.6.0.0.0.0,0.9.0.0.0.6,9.9.6 88 0\ ()

THANK YOU.

CONFIDENTIAL




Steffen, Susan

From: Munsan, Keith [KMunson@wcsr.com]
Sent: Monday, April 25, 2005 2:30 AM

To: Mandanas, MaryBeth

Cc: Davies, Adam

Subject: 5.C. Report

Please see Confidentiality Motice before r2ading smail.
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Steffen, Susan

From: Munson, Keith [KMunson@wesr.com]
Sent:  Manday, April 25, 2005 12:23 PM

To: Mandanas, MaryBeth, Davies, Adam
Subject: Mesting THURSDAY MAY 5TH, 10:00 AM

Please see Confidentiality Notice before reading email.

N A T AR E RS ST R T

MaryBeth: Spoke with SC and Thursday, the 5th works best for them now. Which is geaod, b/c that was the day you
preferred. You may be able to come that momning if you can get an earlier enough flight. We can make arrangemeants 0 get
you to Wampee Conferencce Center in Monks Corner if that helps, Attached is the graphic | mentionad.

KEITH

e i s E e R e PSR —

CONFIDENTIALITY NOTICE: This electronic mail transmission has besn
sent by a lawyer. It may contain information that is confidential,
privileged, proprietary, or otherwisz legally exempt from

disciosure. If you are not the intended recipient, you ars hersby
notified that you are not autharizad to raad, print, retain, copy

or disseminate this message, any part of it, or any attachments.

If you have raceivad this message in error; pleass delete this
message and any attachments from your system without reading the
content and notify the sender immediately of the inadverent
transmissicn. There is no intent on the part of the sender to waive
any privilege, including the attomey-client privilege, that may

attach to this communication. Thank you for your cocperation.

CONFIDENTIAL

5/13/2005 - A W= ) = =




Steffen, Susan

From:
Sent:
To:

Ce:
Subject:

Kgith,

Please find attached the concerned pages that could potentially reveal private information. We want to make surs that
these slides are vetted with the appropriate persons at Santee Cooper.

Santee
yoper Slides.p

+ Kind Regards,

Lauren O'Meally
CREDIT | FIRST

SUISSE | BOSTOM
IBD-Globul Energy
Eleven Madison Avenue
Mew York, NY 10010
[-212-338-T162- uffice

| -646-933-83 16 fax
lauren.o'meally@csth.com

O'Meally, Lauren

Monday, April 25, 2005 2;23 PM
'kmunson@wesr.com'

Mandanas, MaryBeth; Basse, Pierre
Santee Cogper Slides

CONFIDENTIAL
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dv Santee Cooper.

SANTEE COOPER

. ...._.
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MATERIALS PREPARED FOR DISCUSSION
HIGHLY CONFIDENTIAL | APRIL 22, 2005
PRELIMINARY | SUBJECT TO FURTHER REVIEW AND EVALUATION

CREDIT | FIRST
SUISSE | BOSTON

THESE MATERIALS MAY ROT BE USED OR RELIED UPON FOR ANY PURPOSE OTHER THAK AS BPECIEICALLY GO TEMPLATED 87 A Wil |EH AGREELENT WiTH CREDIT SLISSE FIRST pOSTON
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NP Santee Cooper.

1 3
13
-

Customers

32 large industrial customers
138,000 residential customers
5 Major wholesale cuslomers

* Central and Saluda Cooperatives
- 51% of revenues and 52% of volumes sold for 2004

* Cilies of Georgetown, Bamberg & SCE&G
- Approximately 3-4% of revenues

Residential
13.6%

Wholesala
54.0% Irdustrlal

32 4%

2004 Revenues - $1,136 million

Assets

* 4,495 MW of summer generating capacity and 586 MW
of contraciual supply

» Forecasted 1,200 MW of additional base load
generalion, and 252 MW of additional peaking
generation hrough 2014

> Over 60% of current capacity is coal fired
»  Approximalely 4, 418 miles of transmission lines

¥ Interconnected with other major regional utilities
including SCE&G, Progress Energy, Southern
Company, Duke Power and Southeastemn Hower
Autharity

¥ Investment in The Energy Autharity for dispalching,
assel management and hedging purposes (financial
Exposure imiled 1o $53.5MM)

Water - 0.4% of 2004 Revenues

116,000 customers (water sourced from Lake Maoultrie)

756 billion gallons of water in Lakes Marion and Moullrie
combined

Trealment plant capacity of 31 million gallons per day
26 miles of water mains

- Property and Qther
Approximalely 200,000 acres of land owned of which
approximately 20,000 acres could polentially be sold
Owverlan Park (14-acre swimming area on Lake IMoulirie)
Boal-faunching facility at Bonneau beach in Berkeley County
Ash recovery system (500 000 tons of ash treated annually)
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Generation Portfolio w:a—.ﬁm_..< NP santee Cooper.

Generation Plant Summary

kaltlal Sununer Peak Other
Oale Capabling Enargy Muclear _l_____n_.._u o
Danaraling Faciliine Locaijon in Service [ Sowice 70 Fur <1%
Jolfasies Hydroslecyic fonchs Conig 1042 128 W Hydo i
Clanaraling Slaton 'k
Wil Duan Garssalng Sl Laku Marian 150 2 Hyiko
Jultluriws Guraraling Slation Moihs Cosnm
Hos 1 ami 2 1954 a2 i
Mo & and 4 18D 304 Coal
Giwirgar G stng Sladon Cuivwu 144 (i Cundl
phovir gl g o v Matural
Combusuan Tuwthime Moy 1 Myity Baich 1] 0 OdiGiay Gas &
and
Comtaialion Tisbings Hag. 3 wiyitia Bench 1672 a0 il Oil 28% Coal'"
w4
Carnbustion Tuildne ba, & Mytlle Bosdh 144 a0 il 6255
Comdnistion Tuisng a1 Hillou Hud Tsland 1473 20 Y]
Camtnzsson Twtsne Mo 2 I ullsn Huad Falwg AL EE] b i
Conburstion Tusbanw Mo 3 Hublont Huwd 1sdaig 1w &7 il
Wilnyh Gunsiakng Slaton Chand ga o
proA b L cos) i1 TO8 Including planned assel constection
Ho I Lard 20h Gaul
Ho. & [{E01] U5 il = e
Ho 4 e} 2Vl Cual
Sunma Hudes Stiton'™ Jurhirsiadly Ty AT Hluaclud . .
Cros Genoruling Stalon Cross el S S 0
Lisut 1 1005 bz Conl ﬁﬂ. :.ﬂ - .\__n —AE—#W mﬂ_ﬂ_
Uil 2 ._.r_.__“..: 540 Lol : qm :
sl e
HH“” mﬁ_u:. _“ﬂ .m,._“ Muel Iw__n_ﬁn. Oth
e . LI
Hupry Lanabll Gas Blatay Corwag ] 3 Lasnint i 2% oF
Mattang Gas 1424 <%
Fndilay Generiling Stolicon Blay | =
Lhin 1 2002 44¢ G Zn:._n:.rw_
Lol 28 a2 j4t Gies Gas &
Ll 2H 2002 146G Gy o
Uil 3 T4 1 Gus CHl 8%
Llred 4 Judd 4 Gus
Lirdg § 2004 4 Gay
DugpiGorisatinqiits e LT S
— Totd Cumenl Capacily - —— 4,468 MW
ol Capasity inchigdng Pued Consiniclicn 5658 MW
Coal
{1} Visgll C. Summer Hudear Station ("Suimimer Nuclear Slalion’). 78%,
(2} Represeris o Authoity's ose-thind ownership iiteres
(3] Estimated Commarcal Operation Datg
(4] Yoar Purchased by e Aullonty.
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Consistent Load Growth

_Anticipated Load Growth (GWh). 1

30,582 31,303 41,807 32,341
26,154 26,761 27,618 28,192
This page has been
redacted.
e Fe 2007 2008 2009 2010

wUl1 207

B Central ™ Residential W Industrial & Municipal & CHi-System

CAGR
32 B70 33,407

2013 2014

Santee Cooper projects the majority of its load grawth 10}
~___Gentral Cooperative, il

| Em:_:BS __ﬁ ‘contract with

R B
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Cooperative and Industrial Customer Profile

L ok s Faetlint el et anioe Doinme Slades g - By Ea 000 9

NP Santee Cooper.

Selected Major Customers of Santee Cooper

CONTRACT CONTRACT % OF TOTAL CREDIT
AMOUNT EXPIRATION SALES TYPE OF POWER RaTINGS'"
Central / Saluda Cooperatives™ MA 3/31/2023 495%™ mm..__,.:mﬂmam FALAA
Contract
Alumasx 400 MW 12/31/2015 10.3% Patialy Baa2 / A-
Interruplible

Mucaor 250 MW 41302007 6.3% A, Al A+
Georgetown Steel 120 MW 5/31/20086 1.9% HA Bai /! BB
Source: Sanlee Coopar bngs end POWERdaL
Ha: As of 1200,
{1 Senlor wnsecured ratings.
12) Under agreeiients belween Cenlral and Saleda, sach of ihe Saluda Cooperalives becomes & member of Cenlial on January 31, 2008 or ealllar
(3} Inciudey revendes hom sales of electicity 1o Saluda. Sutject 1o Whe teins of @ wholosale power contrac) between Cenlial und Saluda, Santee Cooper

provides Saluda's powar requirements abiove the load provded by the Calawba nuclear station and SEPA resouices. under the Cenlial Agresment

{4} Central rating. Saluda Cooparalive is not ralod
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Analysis: Central’s Cost to _u:_.nw__m_wm
Generation Assets §P Santee Cooper.

IR (LA |

Central Leased Generation

BOOK VALUE ACCUMULATED NET BOOK DEBT
1130404 DEPRECIATION VALUE OUTSTANDING '™ MBV - DEBT
Grainger Ganeraling Station " $42,415 734 ($34,148,835) $8,265 898 $12,359 $8,263,5390
Hiltan Head Island Gas Turbines $11,024 356 (8,032,132} $2.007 224 £427 050 $2 665,174
Cost to Central to Purchase Assols $10,818,713
n Hola that Ihesa figures represant estimaled book value on Sanlee Cooper's books 1of the sssels livled, Tha CenlialiSaniles: Cooper Coondinalicn and Inlegestion

Agresmant Articla X1V, Section F slates a minimum anniat depreciation rate for Steam Eleclik: Ganeraling Planl {Le. Giamgar) Theielole. he above Net Book Yalue
Mmay ba overslaled for purposes of delermining fow much Centrl would pay Sanies Cooper for this assel

2 Fro forma datt ownership as of 131005 based on aiginal kean amounts. The debl will nol be Tully e wibl Novon i 2008
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Unique Characteristics of Santee Cooper

A i pl 1 1 E

el et Salibee T Shilss ot - 4n

ﬂv Santee Cooper.

Santee Cooper has several characteristics uni
not usually found in companies with public sh

que to government owned enterprises that are
areholdings

CATEGORY

SANTEE COOPER

TYPICAL PUBLICLY TRADED UTILITY

Regulalion

Capilal Struclure

Tax

Accounling

Caorporale Governance

¥ Cosl of service melhadology
¥ Cerlain exemptions from FERC regulation
B Mol an “electrical ulllity” under PSC jurisdiction

¥ Fayments to the Stale equate lo 10% of 2005E
reinvested earmnings

k Mo dividend payments

¥ Debl to capilalizalion of 70%

¥ Borrows on a lax exempl basis due fo its governmen
ownearship

» Exempl from certam Federal, siate, and local laxes

k Payments in lieu of laxes (County laxes) (~$3-54
milion per year over DSE-D8E)

* Use of proprietary fund accounting applicable to
government entities

F Adopled besl practices relaled lo Sarbanes-Oxley

*

b

Regulated equity returm (~10%-13%)

FERC wholesale ralemaking andfor State Public
Sevice Cormmission retall ratemaking

Dividend payoul around 55%-80% of nel Incoma
Dividend yield around 4%-5%

Debt to capilalization in the 50%-60% range

Stand alone investmen grade credit rating (mid 1o
figh HBEH)

Moderale S&P business position (4-6)

Subjec! (o Federal, slate, and local laxes

Accounls maintained in accordance with GAAP

Compliance with Sarbanes-Oxley requiremens
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Other Assets — Property P santee Cooper.
Property Portfolio
ASSUMED SALE POTENTIAL
ASSET ACREAGE ACREAGE % 000's /| ACRE SALE TOTAL (MM}
Froject 189 19,889 10,000 15-20 $150 - H200
Mon Project Land 12,162 )— E_c__um__: 10-15 140 B 150
Cutlying Property 9982 \ﬁ.
Lake Marion 100 607
Lekechioutde, . o . - - 00T =
Total 202,614 20,000 250 = $350
{1} Assumes appiocmalely talf of land eutside of FERC boundary could be sold once FERD licensing plocess concludos in 2000 2
7
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Summary Financials P Santee Cooper.
Income Statament Summary
{5 i millivns )

2005 2006 2007 2008 2009 2010 2011 2012 2013 2014
Tatal Operaling Revenues §1,242.0 §1,243.89 $1,2184 1,276.9 $1,359.4 1,407 3 51,4662 §1.522.1 $1,575.0 $1.650.4
lolal ProduclionCosts (723.1) (30,7} (G654} {714.2) (765.5) (B04.6) (856.0) (B01.6) {845 1) {1,005 &)
Gross Margin 55188 5131 $553.5 FEELT 55039 5602 6 $612.2 36205 $629 85 S644.8
Tranamizsion & Distribulion ($31.2) ($32.8) 1533.8) (834.8) [$35.9} ($37.0) ($38.1) {$39.2) (5404} {§41.6)
SGEA (871} {90.4) {94.0) (87.9) (101.5) {104.6) (107.7) {111:2) {114.7) {118.1)
Chher et e TN Y e B s A ) 153 (a8} . _{=n_ |89} {6.2)
Tolal Mon FuellPurchased Power Expenses ($122.4) ($127.8) ($132.5) 1§17 6) ($142.5) (F146.8) ($151.3) ($156.1) 1$161.09 ($165.9)
EBITDA F356.1 $365.3 34210 5252 £451.3 $455 8 54609 5464 4 S466.9 3478.9
Depraciation and Amarizalion {154.0 {161.7) (88.7) (1957) (224.4) (228.7) (2330} @ (23B9)  (244.5)  (248.0p
EBIT $242.1 $223.6 §2323 $220.5 52260 g221.2 52278 52255 3224 4 $229.8
Mel Inlerest Expense 15142.1) ($153.8) (H166.0) (3187 2) (51749.4) {%108.40) 151749.0) (3177 5) (H1B8.8) (5164 7)
Coslts 1o be Recovered (ram Fulure Revenues ——_ @38 206 okedy 474 25.5 17.5 153 126 11.9 (2.8)
Relnvesled Earmings 1238 $90.4 $63.4 506 $734 %506 564 .2 3606 FG7.5 §62.2
{1) The BOWASA conlribulian in skl of conslruction payment of $8.8 nuion ia classilied as difered revomm The poiion of comlebtion i and Susfuied Booe delened delals ol iecogiiee sd ievenue js bosed
an e lolal conlribullon depiecisled over e ko ol e assel
Cash Flow Statement and Capltallzation Summary
18 i milllcaa
2005 2006 2007 2006 004 2010 2011 22 2013 2014
Heginning Cash Balance'" 87056 $540.1 $567.6 54469 §624.4 $514.0 §518.4 $5181 $52249 §513.4
Cash from Operallons' 53940 $401.3 $433.8 5447.3 §451.2 $463.6 $461.1 $465.6 4741 $475.3
Cash from Investing Activities' (445 4) {470.5) {447.2) [311.8) (1412 {1435 {197 2) {195.4) (161.3) {166,2)
Cash fiom Flnandng Activilies™ ($155.1) 44 7 (357.9) 15108.0) {$330.4) |5315.2) {3263.7) {$266.5) (5322 4) ($302.1)
Increase / Decrease in Gash Equivalams’ ($255 5) §27.5 (570.7) 527 5 {5105} £4.4 50.3 537 (59 5) $7.0
Ending Cash Balance 35401 35676 F496 9 5524 4 25140 510 9 $518.1 $5229 55134 $520 4
Tolal Dal 524531 321848 54,3361 534263 3,470 4 $3, 140 6 F4,0408 4 $2.957.3 F2.798 0 $2,8503
Tatal Equity - . . \ebz2 0 12918 0 0 10696 0 14208 1467 6 (R 16714 16212 16666 17184
Talal Capilalizalion $4,133.3 545112 $4,708.7 34,8471 24,747 0 46679 24,6202 $4,578.5 4,464 6 §4,368.7
Estimeled based an Edblts Il 1o V1 of Sanlee Cooper Financial Forecoel cuted DW2T/05. Prapiotary lnd accounlis) complicales rec i b i Lailanae aldal Tannal
8
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Balance Sheet Cash Breakdown
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{8 In COD's, 12/31/04)

Current Unrestricted Assels

Muclaar Fuel Fund 28,431
Cash and Invesiment Held by Trusles 168,506
General Improvemeant 3485
Total §100,482
Current Restricted Cash and Investments
Band Fund - Currenl Parian F151, 480
Special Reserve - Equily Contribution for 20054 & 20050 10,825
Debt Reduction - Current Portion -
Tatal i B T
Hon-Current Unrastricted Assals
Muciear Decommissioning Trust $52,173
Toml - $52,173
Non-Current Restricted Assols
Muglear Dacommissioning Trust §64,324
Debl Sarvica Reserve Funds 38,825
Debt Reduction Fund 89,519
Olher Special Funds:
Capital Improvement 15,584
Rainey CC# 1 - Tax Exempt 4,483
Rainey CC # 1 - Taxable =
Rainey SC # 1 - Tax Exempl )
Raingy SC # 2 - Tax Exampt 9
Ralney Equity Construction Fund 504
Cross # 3 Construclion - Tax Exempl 170,348
Cross # 3 Construction - Taxable 2,633
Rainay 2004 Construction - Tax Exemp 10,443
Rainey 2004 Conslruction - Taxable 1,404
Cross # 4 Construction - Tax Exempl 72,124
Cross # 4 Construclion - Taxable B.049
SIP Call Construction - Tax Exempt 1.022
SIP Call Constructon - Taxabla 2,353
Special Depository Fund -
Waler System Capital Improvement 2116
Contingency 1,152
Total Restricted Funds $455,000
Total All funds $859, 870

(o 00dy, 12031104}

Construction Funds
Generdl mprovamant
Capiial improvemeant
Cross # 3 Constructon - Tax Exempl
Cross # 3 Construction - Taxable
Rainay 2004 Construction - Tax Exempt
Fainey 2004 Canstruchion - Taxabla
Cross # 4 Construciion - Tax Exempl
Cross # 4 Construction - Taxabla
SIP Call Constructan - Tax Exemgpl
SIF Calt Constrection - Taxable
Hainey Equity Construclion Fund
Rainay CC# 1 - Tax Exemipl
Raney CC# | - Taxablg
Halney SC & 1 - Tax Exempt

_ Rainey SC# 2 - Tax Exemp

Talal

$3.485
15,584
170,348
2,633
10,443
1,404
72,124
8048
1,022
2383
594
4,493
2]

g
5292 549

Gpecial Funds
Muclear Fuel Fund
Muclear Decomnessianing Trus!
Muclzar Decomnussianing Trusl
Special Deposilory Fund
Walar Systam Capital mprovemant
Carlingency

Total

Dbl Service Funds
Cash and lovestment Held by Trustee
Bonid Fund - Currem Portion
Spocial Hesarva - Equity Condribiution for 2008
bl Reduction - Cunenl Porion
Dbl Service Resgve Funds
Debl Reduction Fund
Talal

578 431
52,173
54,304

2,116
1,152
148,196

F160,566
151,440
10,825
38,825
58518
$4159,225

Tatal - Al Funds

$A50,870
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ﬂv Santee Cooper.

These malerials have been provided io you by Credil Suisse First Boston ("CSFB") in conneclion with an actual or potential mandate or
engagement and may not be used or relied upon for any purpose olher than as specifically contemplated by a written agreement with
CSFB. In addilion, these malerials may not be disclosed, in whale or in part, or summarized or otherwise referred to except as agread in
wriling by CSFB. The information used in preparing these materials was obtained from or through you or your representatives or from
public sources. CS5FB assumes no respansibility for independent verification of such information and has relied on such information being
compleie and accurale in all malerial respects. To the exlent such information includes estimates and forecasts of future financial
performance (including estimates of potential cost savings and synergles) prepared by or reviewed or discussed wilh the managemenls of
your company and/or other potential transaction parlicipants or oblained from public sources, we have assumed that such estimates and
forecasts have been reasonably prepared on bases reflecting the best currently available estimates and judgments of such managemenis
(or, with respecl to estimates and forecasts cblained from public sources, represent reasonable estimates). These materials were
designed for use by specific persons familiar with the business and the aifairs of your company and CSFB assumes no obligation to update
or otherwise revise these materials. Mothing contained herein should be construed as tax, accounling or legal advice. You (and each of
your employees, representatives or other agents) may disclose lo any and all persons, withoul limitation of any kind, the tax trealment and
tax structure of the transaclions contemplated by these materials and all materials of any kind (Including opinions or other tax analyses)
that are provided to you relating to such tax treatment and structure. For this purpose, the tax treatment of a ransaction is the purported or
claimed U.S. federal income tax treatment of the transaction and the lax structure of a transaclion is any fact that may be relevant to

understanding the purported or claimed U.S, federal incomae lax treatment of the transaclion

CSFB has adopted policies and guidelines designed to preserve the independence of its research analysts. CSFB's policies prohibit
employees from directly or indirectly offering a favorable research rating or specific price larget, or offering 1o change a research rating or
price targel, as consideration for or an inducemenl o cblain business or other compensation CSFB's policies prohibit research analysis
from being compensated for their involvement in investment banking ransaclions excepl to the extent such participation is inlended to

benefit investor clients.

10



Steffen, Susan

From: Munson, Kaith [KMunson@wcsr.com)|
Sent:  Thursday, Apnl 28, 2005 8:56 PM
To: Mandanas, MaryBeth

Cc; Davies, Adam

Subject: Superman

Please see Confidentiality Notice before reading email.

B i W RN W W ey

Mary Beth: In light of the sensitivity to "underwriting” the report, | would suggest removing the Superman referance in the
Table of Contents in conjunction with the FORWARD. It's fine to keenp it in the footnote lor however it is referenced in the
Forward itself) but as | recall, itis the first thing on the Table of Contents and | think would be a little "jarring” to Lonnie and
could be misinterpreted by others. Options might be:

Forward
Forward by Keith Munson
Faorward by Keith Munsen, Greenville, Sauth Carclina

Forward by Keith Munsan, Esq.., Greenville, Scuth Carolina

e D e e L L]

CONFIDENTIALITY NOTICE: This lectronic mail transmission has been
sant by a lawyer. It may contain information that is confidential,
privileged, proprietary, or atherwise legally exempt from

disclesure. If you are not the intended recipient, you are heraby
notified that you are not authorized to read, print, retain, copy

or disseminate this message, any part of it, or any attachments.

If you have received this message in error, please delete this
message and any attachments from your system without reading the
content and notify the sender immediataly of the inadvertent
transmission. Thera is no intent on the part of the sender to waive
any privilege, including the attomey-client privilege, that may

attach to this communication, Thank you for your cooperation,

CONFIDENTIAL
5/13/2005
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Kozlowski, Peter

From: Mandanas, MaryBeth

Sent:  Friday, May 08, 2005 4:24 PM

Ta: Burstein, Deborah; Kozlowski, Petar
Subject: FW: Superma.n

-—-Criginal Message-—

From: Munson, Keith [mailto:KMunson@wesr.com]
Sent: Friday, April 29, 2005 7:32 AM

To: Mandanas, MaryBeth

Subject: RE: Superma.n

Please see Confidentiality Motice befare reading email.

T T T Sy W

Mary Beth: Because Santse Cooper is a state agency and there is some prass interast in the raport, ¥ou should be
prapared that it might ultimately become public. Sc you mignt want to soive these issuss with additonal disclaimers o th
exiznt possible. |n this regard, it might be helpful to add 3 note on the pages discussing value as io generating assat

disposition and/or sale of the company that CSFB Wwas not as«ed and did not attempt to identify any buyers for ary Saniz

Cooper assets or Santes Cooper 33 2 whele. This should help guall the gossip mongering,
DRE g g L g 3

b

in

As for the presentation, we can move o go into executive sessian to recaive the report, that is probably appropriate and |
will make that motien - | belisve most of the Board is expecting that anyway. I therz is some chart or information that
cannot be gualified enough to satisiy your in house counsal, you might want to opt to provide it under separate cover and
then note in the report that it cannot be fully understood withaut refarance to additional confidential informatian, etz

—-Original Message--—

From: Mandanas, MaryBeth [mailto:marybeth.mandanas@csfb.com]
Sent: Thursday, April 28, 2005 11:41 BM

To: Munson, Keith

Subject: RE: Superma.n

Keith,

| am working with our lawyers ralative to the disclosurs of this presentation to the public. Qur strong preferance
would be to have the prasentation made to a private session of the Board. Additionally, there are certain segments
of the presentation that we prefer not to have disclosed at all given the preliminary nature of the report, | am
having further discussions with our committees and intamal counsel tomorrow and will revert | wanted to let you
Know of our current positian to the extent you have an idea for a mutually agreeable solution.

Best regards,

Mary Beth

—-Qriginal Message—--

From: Munson, Keith [mailto:KMunson@wcsr.com]
Sent: Thursday, April 28, 2005 8:56 PM

To: Mary Beth Mandanas (E-mail)

Ce: Adam Davies (E-mail)

Subject: Superman

Please see Confidentiality Notice before reading email.
e T e

CONFIDENTIAL
5/16/2005




. Womble Carlyle Sandridge & Rice Page 2 of 2

Mary Beth: In light of the sensitivity ta "underwriting” the report, | would suggest remaving the
Superman referance in the Table of Contents in conjunction with the FORWARD. It's fine to keep it in
the footnote (or however it is referenced in the Forward itself) but as | recall, itis the first thing on the
Table of Contents and | think would be a little "jarring” to Lannie and could be misinterpreted by
others. Options might be:

Forward
Farward by Keith Munscn
Forward by Keith Munson, Greenville, South Carolina

Forward by Keith Munsan, Esg.., Gresnville, South Carclina

\WOMBLE
CARLYLE

LR LWYERS
MEWN BLEINESS

e e s i

TTRFREEASAERAT T

CONFIDENTIALITY NOTICE: This slectronic mail transmission has been
sent by a lawyer. It may contain infermation that is confidential,
privileged, proprietary, or otherwise legally exempt from

disclosure. If you are not the intended recipient, you are hersby
netified that you are not authorized to read, print, retain, copy

or disseminate this message, any part of it, or any attachments.

If you have received this message in error, pleasa delete this
message and any attachments from your system without reading the
content and notify the sender immediately of the inadvenent
transmissian. There is no intent an the part of the sender to waive
any privilege, including the attorney-client privilege, that may

attach to this communication. Thank you for your cooperation.

Lad

This message is for the sole use of the intended recipient. If you received this message in error
please delete it and notify us. If this message was misdirected, CSFB does not waive any
confidentiality or privilege. CSFB retains and monitors electranic communications sent through
its netwark. Instructions transmitted over this system are not binding on CSFB until they are
confirmed by us. Message transmission is not guaranteed to be secure.

e = e — —_— - —— — e e =

CONFIDENTIAL
5/16/2005
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Kozlowski, Peter

From: Mandanas, MaryBeth

Sent:  Friday, May 06, 2005 4:24 PM

To: Burstein, Deborah; Kozlawski, Peter
Subject: FW: Superma.n 5/3/02

——-0riginal Message-----

From: Munson, Keith [mailto:KMunson@wcsr.com]
Sent: Tuesday, May 03, 2005 9:07 AM

To: Mandanas, MaryBeth

Subject: RE: Superma.n 5/3/02

Flease see Confidentiality Notice befara reading email.

B e e & oo S e

Mary Beth: Hopefully this will answer all the remaining questions and enable you to finalize things for
Thursday.

1. Brief History: Can | make the following minor changeas:

a. 3 para. (Begins with "At the same time") - add the word "substantially" betweaen "this"
and "took" - to read: "Of course this substantiaily took Santee _.."

b. 7 Para. (Begins with "Santee Cooper can") - Change first sentence to "Santee Cooper is

somewhat similarly situated.” (thereby deleting SantecSeopereanbeconsideradas
: el )

c. | think | already suggested a change to the "been redeployed" ending of the second
sentence in Para. 7, if not, change it to something like "...necessarily shifted to other
cbjectives."

d. 8" Para. (Begins with "When the General Assembly”) - In the fifth sentence, change "a
sigatieant purpose” to "a predominant purpose.”

e. 9" Para. (Begins with "This deliberative process .." - 2/3rds down add the word
"conditionally” so it reads, "The South Caralina Supreme Court conditionally disagreed ...."

f. Footnote 6: (Begins with "This would allow for") - add the word "still" so that it reads "...
(which is still slightly more ...)

g. Also, remember to add the $8 billion dollar chart | sent you.

2. Board Attendance: we are expecting the almost the entire board to attend. One may be in
depositions in Chicago and another may be on conference call from his law firm in Columbia,
but we are expecting the rest.

3. Executive Session: We are hopeful that the report will be non-sensitive since FOIA acts have
already come in. However, since you received significant amounts of confidential information in
preparing the report it is quite possible that your presentation will go into this information. The
press will be there and objecting to executive session. | will ask you if you reviewed a lot of
canfidential and proprietary information in preparing report and if you intend to include some of
that information in your presentation. [f yes, then we should be able to go into executive
session. However, management may feel compelled to then come out of executive session and

CONFIDENTIAL
2/16/2005



Womble Carlyle Sandridge & Rice Page 2 of 5

somewhat repeat the presentation without the confidential discussions so that the net effect of
the executive session can be said to have been limited to the consideration of confidential
information. You should expect that it goes something like that.

4. Airports: Yes, Charleston. If you fly in Wednesday night, and don't have time ta enjoy
downtown, you might stay out by the Airport as that will give you a head start to the Wampee
Conference Center in Moncks Corner/Pinopolis area. | will have Santee Cooper send you
directions from Charleston.

5. Tables and Charts:

a. Electric - 99.6% of 2004 Revenues Chart: The Customers data you have is from 2003,
2004 data would be 141,000 residential (and commercial) direct serve customers
(116,000 residential and 25,000 commercial (excludes large industrial). In 2004, Santee
Cooper would say it only had 4 major wholesale customers. SC would say the Pie Chart
would be more accurate as: Wholesale-53.3%, Industrial-25.9%, residential direct-10.0%
and commercial direct-10.8% (or you could say residential and small commercial 20.8%.
On the Assets side the final bullet should be $72.4MM instead of 383 5MM for 2004 data.

Also, on the 3™ pullet, might add the word generating between current and capacity

b. Load Growth Chart: Residential is really Residential and small commercial direct serve,
Might call Industrial - "Large Industrial”.

c. Selected Major Customers; - Contract Amount, Contract Expiration and Types of Power
are all very sensitive and confidential and SC would want this removed, black out, not
disclosed. Also, Georgetown Steel was in bankruptcy in 2003 so it is questionable
whether they had the credit rating shown.

d. Characteristics Chart: SC would suggest adding a couple of bullets. As to Tax, add
'private use borrowing subject to taxable debt." That suggestion is optional, but as to
Corporate Governance, it would strong suggest adding a bullet for "Use of FERC Uniform
System of Accounts."

€. Property Portfoiio Chart: Reguest deleting the 2 10,000 acre referance and just leaving
the total of 20,000 at the bottom. A notation that there might be 10,000 acres with the

project territory that could be sold would raise eyebrows in the FERC license renewal
process, Also, of course, delete the footnote.

f. Summary of Financials: This information is not publicly available and is sensitive and
confidential. If you can do without it, that would be best. However, SC is okay with
showing the following the line times from this chart: EBITDA, Depreciation and
Amortization, EBIT and Total Capitalization. Also, for what it is worth, the beginning cash
balance for 2005 is based on preliminary unaudited data.

g. Balance Sheet Breakdown: Should note that this is based an preliminary unaudited data.

That's all. Thanks, KEITH

CONFIDENTTAL
5/16/2005
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—-0riginal Message—--

From: Mandanas, MaryBeth [mailto:marybeth.mandanas@csfb.com]
Sent: Monday, May 02, 2005 11:57 PM

To: Munson, Keith

Subject: RE: Superma.n

Importance: High

Keaith,

We have aur final internal counsel review tomomow at 2:30pm. Is it appropriate to assume that the presentation
will be made in a private executive session? Will all Board members be in attendance? Also, there were saveral
pages that the team had forwarded your direction last week to make sure that Santee Cooper did not have issues
with potential disclosure.

|'am in the process of finalizing travel pians - are there directions availatle to the location wheres we will be
meeting? |s Charleston the best airpart to fly in and out of?

Are you available in the moming to discuss? Lock forward to speaking with you.

Best regards,
Mary Beth

—-Original Message—

From: Munson, Keith [mailto:KMunson@wecsr.com]
Sent: Friday, April 29, 2005 7:32 AM

To: Mandanas, MaryBeth

Subject: RE: Superma.n

Please see Confidentiality Metice before reading email.

e R e et il LT T r——

Mary Beth: Because Santee Cooper is a state agency and thers is some press interest in the rapart, you
should be prepared that it might ultimately become public. So you might want to solve these issues with
additional disclaimers to the extent possible. |n this regard, it might be helpful to add a note on the pages
discussing value as to generating asset dispositicn and/er sale of the company that CSFB was not askad

and did not attempt to identify any buyers for any Santes Cooper assets or Santee Cooper 35 3 whole. This
should help quell the gossip mongering.

As for the presentation, we can move to go into sxecutive session {o receive the report, that is probably
aporepriate and | will make that maotion - | believe most of the Board is expecting that anyway, Ifthersis
some chart or information that cannot be qualified 2nough ta satisfy your in house counsal, you might want
to opt to provide it under separate cover and then note in the report that it cannot be fully understood without
reference to additional confidential information, eic.

—--(Jriginal Messagg-----

From: Mandanas, MaryBeth [mailto:marybeth.mandanas@csfb.com]
Sent: Thursday, April 28, 2005 11:41 PM

To: Munson, Kaith

Subject: RE: Superma.n

Keith,

| am working with our lawyers relative to the disclosure of this presentation to the public. Our strong
preferance would be to have the presentation made to a private session of the Board. Additionally,
there are certain segments of the presentation that we prefer not to have disclosed at all given the
preliminary nature of the report. | am having further discussions with our committees and intemal
counsel tomarrow and will revert. | wanted to let you know of our current position to the extent you

CONFIDENTIAL
5/16/2005 -
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S/18/2005

have an idea for a mutually agreeable solution.
Best regards,
Mary Beth

—-0riginal Message-----

From: Munsan, Keith [mailto:KMunson@wcsr.com]
Sent: Thursday, April 28, 2005 8:56 PM

To: Mary Beth Mandanas (E-mail)

Cc: Adam Davies (E-maii)

Subject: Superman

Please see Confidentiality Notice before reading email.

e e et L L T ae—— EAsrrereTEw

Mary Beth: In light of the sensitivity to "underwriting” the repaor, | would suggest
remeving the Superman reference in the Table of Contents in conjunction with the
FORWARD. It's fine to keep it in the footnote (or however it is referenced in the
Forward itself) but as | recall, it is the first thing on the Table of Contents and | think
would be a little "jarring” to Lonnie and could be misinterprated oy athers. Options
might be:

Forward
Forward by Keith Munsan
Forward by Keith Munson, Greenville, Scuth Carslina

Forward by Kaith Munsen, Esg.., Greanville, South Caralina

OMBLE
ARLYLE
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CONFIDENTIALITY NOTICE: This electronic mail transmission has been
sent by a lawyer. It may contain information that is confidential,
privileged, proprietary, or otherwise legally exempt from

disclosure. If you are not the intended racipient, you are hersby
notified that you are not authorized to read, print, retain, copy

or disseminate this message, any part of it, or any attachments,

If you have received this message in error, pleasa delate this
message and any attachments from your system without reading the
content and notify the sender immediately of the inadvertent
transmission. There is no intent on the part of the sender to waive
any privilege, including the attorney-client privilege, that may

attach to this communication. Thank you for your cooperation.

e e e . s T s, o B S e e e e e e -}
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This message is for the sole use of the intended recipient. If you received this
message in error please delete it and notify us. If this message was misdirected,
CSFB does not waive any confidentiality or privilege. CSFB retains and monitors
electronic communications sent through its network. Instructions transmitted over
this system are not binding on CSFB until they are confirmed by us. Message
transmission is not guaranteed to be secure.

This message is for the sole use of the intended recipient, If you received this message in error
please delete it and notify us. If this message was misdirected, CSFB does not waive any
confidentiality or privilege. CSFB retains and monitors electronic communications sent through
its network. Instructions transmitted over this system are not binding on CSFB until they are
confirmed by us. Message transmission is not guaranteed to be secure.

CONFIDENTIAL
5M16/2005
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Kozlowski, Peter

Fram: Mandanas, MaryBeth
Sent: Wednesday, May 11, 2005 5:18 PM
Tao: Burstein, Deborah, Kozlowski, Peter

Subject: FW: Forewaord
Impertance: High

Just received from Keith Munson.

—-0riginal Message----

From: Munson, Keith [mailto:KMunson@wesr.com]
Sent: Wednesday, May 11, 2005 4:54 PM

To: Mary Beth Mandanas (E-mail)

Subject: Foreward

Pleasa see Confidentiality Notice before reading =mail,

A AT AN N TN TS S Vi e s 5SS sy

FYi. KEITH

T e T T T TS T TR * i -

CONFIDENTIALITY NOTICE: This electronic mail transmission has baen
sent by a lawyer. It may cantain information that is confidential,
privileged, proprietary, or otherwise legally exempt from

disclosure. If you are not the intended recipient, you are hereby
notified that you are not authcrized to read, print, retain, copy

or disseminate this message, any part of it, or any attachments.

If you have received this message in error, please delete this
message and any attachments from your system without reading the
content and notify the sender immediately of the inadvertant
transmission. There is no intent on the part of the sender to waive
any privilege, including the attornay-client privilege, that may

attach to this communication. Thank you for your cooperation,

CONFIDENTIAL

 5/13/2005 B L EER— —



[0+ South Main Steer, Suite 700

WOMBLE Greenville, SC 13401
CARLYLE Maiting Address
C N Post Office Box 10208
& RICE Telephone: (B64) 155-3400 Drircct Dhial: (864) 255-3412
S O 110, Farr {Bée) 1555440 Direct Fax: (864) 253-3430
LIABILITY CLIMPARNY WD site: wowrw W e E-mail: kmunson{@wesr.com

May 11, 2005

VIA EMAIL

James E. Brogdon, Ir.

Executive Vice President and Chief Legal Officer
Santee Cooper

P.O. Box 2946101

Moncks Comer, SC 29461-2901

Re:  Credit Suisse First Boston Evaluation Report
Dear Judge Brogdon:

As you know, I take my responsibilities as a board member of Santee Cooper verv
seriously. Early on, John West sent me a copy of all the appellate legal opinions involving
Santee Cooper from its incepdon in 1934, [ have laboriously studied the Coordinating
Agreement and the Amendments and related documents. I obtained one of the last copies of the
History of Santee Cooper 1934-1984 and have reviewed it to have a fuller understanding of
Santee Cooper — past, present and future.

What kept driving me to study these issues has been the Board's failure for the past 23
years to abide by the Enabling Act, and the General Assembly’s tolerance of this failura.
Specifically, I am referring to Section 58-31-110, SC Code, which requires that every 6 months
the Board determine Santes Cooper’s “net eamings”™ and pay over to the Treasurer whatever
amount is not necessary to the prudent operations of the business or to meet bond obligations in
order to defray the tax burden on the people of South Carolina. As the board member
representing the 4™ Congressional District (with the fewest percentage of people receiving
benefits from Santee Cooper), I naturally was concerned about Upstate residents subsidizing the
co-ops. [ was told thar since 1979, with the approval of certain members of the General
Assembly, Santee Cooper had been allowed to pay just 1% of its revenue. I suggested that the
payment formula be codified by the General Assembly so that the Board would not be put in the
pickle of being charged by the Enabling Act to do one thing and encouraged by certain members
of the General Assembly to do another thing (something that, if S-573 passes into law, will
subject each board member to personal liability up to 550,000). Chairman T. Graham Edwards
expressly told me on more than one occasion that inviting the General Assemble to clear this up
could lead to unexpected consequences as the Legislature might feel compelled to tweak other
aspects of Santee Cooper (tragicly, this premonition has proven to be the understatement of the

year!).

GEORGIA / MORTH CAROLINA / SOUTH CAROLINA / VIRGINIA / WASHINGTAON D.C

GREENVILLE 34469v!
CONFIDENTIAL
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Last summer, [ was involved in'a meeting to hear Credit Suisse First Boston make a pitch
to do the evaluation of Santee Cooper. In November, CSFB sent a letter to Lonnie Carter
confirming the engagement. There were some issues about making it clear that Santes Cooper
was not directing the study. I was involved as liaison between Santee Cooper and CSFB to
perfect the language of the letter, in my role as Chairman of the Legal Affairs Committee. This
process created an informal connection between me and CSFB. Over the next few months, [
occasionally coordinated the transfer of information between CSFB and Santes Cooper.

In reading the history of Santee Cooper 1934-1984, [ noted that some of the information
came from contemporaneous news accounts, In March, [ started to put together a chronology of
events on the creation of Santes Cooper, with the intenticn of going through newspaper archives
to see what other stories were written about the creation of Santee Cooper. (For what it is worth,
[ have shared that chronology with Kyle Stock so he could review his own paper’s archives). In
early April, purely on my own initiative, [ drafted an essay on the Boef History and Analysis of
the 5.C. Public Service Authonty (Santee Coocper) and sent it to CSFB. My intention was to give
them background informatien and to encourage them to capture some of it in their report o give
it some historical context. In light of Senate Bill 373, [ believed this historical context was
important. CSFB suggested that they just include it as a foreword.

[ agreed and did some style editing to make it read better as a foreword. I also made a
couple of substantive additions. [ specifically recall adding the comment that because of the New
Deal money discrepancy between South Carolina and all the other states (which was actually
pointed out by the News and Couner in 1933-34), a real argument could be made that the State in
fact “paid” for Santee Cooper, since it forewent other money from the Federal Government in
New Deal programs. [ also added the figures and chart at the end that quantifies the value of the
Central Contract at more than 38 billion over the next 18 years.

[ emailed the text to CSFB on Apnl 15, 2005 — a copy of my email and the text are
attached. There may be a few word changes between this version and what was printed, but this
was basically it. No other Board Member and no one in management was aware of, sanctioned
or assisted in the foreword. [ worked alone. Lonnie Carter and Guerry Green received copies of
the report the night before it was released on May 3, 2004 and based on their comments to me,
this was the first time they knew of it. [ don’t believe there is anything factually inaccurate in the
foreword. However, [ certainly understand that while [ might see the glass half full, others might
see the glass half empty — but the water level is still the same.

As for the question of who was the client — this was an issue when the engagement letter
was signed by Lonnie Carter, CEO of Santee Cooper, in November 2004. My understanding is
that CSFB believes that Santee Cooper was its client. I also believe that Santee Cooper may
disagree with that conclusion. In CSFB's defense, although Santee Cooper was responsive in
providing information, it was not responsive in providing guidance, such as when to release the
report, in what format, etc. This is understandable based on Santee Cooper’s position that it was
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not Santee Cooper's study. As a matter of default, I ended up being the point of contact on these
issues to keep the ball moving forward. Because CSFB believed that Santee Cooper was its
client, [ am sure they considered me (and justifiably so from their perspective) to be the client
representative on these matters. CSFB made a clear demarcation between my foreword and their
financial evaluation and [ can vouch for the fact that, to my knowledge, no one else at Santee
Cooper or on the Santee Cooper Board of Directors took any steps to influence what was
contained in any section of the report, including the foreword.

I believe this answers Mr. Couick’s questions. As we discussed, [ do not believe that [
can effectively intercede with CSFB with regard to obtaining this same information from CSF3.
[ would bring to your attention the fact that Santee Cooper entered into an indemnification
agreement with CSFB and would likely be responsible for paying the expenses of CSFB in
analyzing and/or responding to Mr. Couick’s request. [ronically, this expense (which could be
considerable at New York rates) would fall on the Santes Cooper ratepayers, just like allowing
one ratepayer to sue all 1! Board Members -- for say, compromising the yearly disputes with
Central over the cost of fuel adjustment -- could result in judgments equaling $550,000. which
would be reimbursed to the directors by Santee Cooper and charged back against the ratepayers
(except for maybe Central, who might argue this was an extraordinary expense outside it5 cost
formula), Like I said, ironic. If anyone in the General Assembly does not understand this (and
also intend it) then they need to slow down and give 5-573 until January to ripen (or rot).

With warm regards,

Very truly yours,

Lw\/u»\_\

Keith D. Munson
KD/

Enclosure

ce: {via email)
Lonnie Carter, CEO
Guerry Green, Chairman
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Kozlowski, Peter

From: Mandanas, MaryBath
Sent: Wednesday, May 11, 2005 9:32 PM
To: Burstein, Deborah: Kozlowski. Peter

Sui:jm: FW: Re: Fwd: Foreward to CSFB Report Explanation

from Xeith Munsen...

—-===Criginal Message----—-

From: Munson, Keith [mailto;EMunsonfwess. com]

Sant: Wadnesday, May 11, 2005 $:21 BM

To: Mary Beth Mandapas

Subject: EW: Ba: fwd: Foreword to CSEB Reportc Explanas-ion
Plaass saes Confidentislicy Nocice befaors reading smail.

Mass

son,

1. 2%

Q18 Cawiz"i "Zzpas ZFzooden’
Wil

Guarrcy Unforcunately I have ngo basis to dirsc- S ide the zegus
ocumeantation, if they even have anything more than Seat you. Typicaily, chsy
would give a clisnt his documents uson reguest, bu ==, Santes Chopar nas
disclaimed che forsword and so that would sssentiall LY authoricsy I might nave
= Br they m Obwigusty, I 4m net
o onally ra Sancse Cooper may hae zhe
client, but they disavowed the forsawerd, so they car somechiing that is
admittedly not theirs to be resturned., I gu=sgE that foraword as a kind of fres
~anced essay. I really don't ses that any of us ara on Zo T any prassurcs on
C53f8 to obrtain additional documents, if any: I did spea F d arnad thaz =
judiciary committes did talk fo one of their C2oresancativ g Concerns
about C3FS printing ths Santse Cooper logo on each page of the raport without parmission.
A5 YoU can imagine this our them on their guard as to ghe mecivacion of the committse and
now all reguests must be handled by their ecounsel, which T think would be the palicy of
any large cempany. If it would help, I would be glad to sponscr a rasclution at the naxt
board mesting to clarify that C5FB had permission to use =he lago, if you think that would
settle their nervas and make tham mare resaptivs to any of our ragusscs, alchough T
suspect thay would neaed additional assuance, which anlv the judiciary committse could give
them. That is all I can think of. Fortunacely, all the information was contained in my

earliex lettsr and cthat sheuld put the issue to bed. I will he back From Miami in time

for the hearings nmext wesk and I plan to attend and could answer any additional guestians
a2t that time. Keith

====-0riginal Message--———
From: querry@screentight.com [mailto:guercy@screentighr.com]
Sent: Wed May 11 18:19:33 2005
To: MIKE COUICHK; cblackBgov.sc.gov
Ce: GLENM McCONNELL; LUKE RANKIN
Subjsct: Re: Fwd: Foreword to CSFB Report Explanation

Keith Plzass put this issus to rest. If thers is somethin ou can not get from csfh
F E

than plesase axplain. This issue deserves full disclosur= and needs to be put to bed. If
you faxed the matsrial then it seems reasonable that csfb could fax back to you., Please
advise asap. Guerrcy

>

> Frem: "MIKE COUICK" <MMNCESCSENATE.ORG>
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> Dame: 2002/05/1) Wad PM 04:43:10 CDT

> Tec: <cblackigov.sc.gov>, <gues cyBscreentighc. socms

> CC: "GLEWN McCONNMELL™ <GFMBSCSENATE . ORG>,

o "LUKZ BANKIN" <LE@SCSENATE.CHRC>

> Subjecc: Fwd: Forsword to C3F2 Zsport Explanatcion

>

> Guerry and Carl:

-

> This is the response provided by Mr. Munscrn. Pleass not= that the document i-sels
rafsrs o being the "twezked” histery 7 what was th original, hnw WES it lapallad, zo
what us=s did Mr. Munson 33 the "default" DoIAE of contact ask that the informacior Ee uses
oy First Boscon. I believe that all of this caniirms my need fc: the copiss from Ti-=c
Soston. The cost of forwarding Mr. Munsons =mails ard atbhe- corraspondseace. . co Fioss

1

3oston should be minimal:

p-

> Can you help? Mika

2 E

- J

> Michaasl . Cou

> Aattornsy 3 Di

> 5.C. Sapara J

> Zost Dffica B

> Columpia, 3C

> [803) Z2iZ2-582
mnslssssnase

¥ou shaz
apologl i ™ ior aditerial cons, bur

for Miami in abourc 30 zi

KEeicgh D. Munson
Wombla Carlyls Sandridge & Rice, BLIC
Polnsstt Pilaza; Suice 700
idd 3, Main Strae:
F*=e1"lll_. outh Carolina 2

e ]
(=
('}
=

504.255.541 ;Dlzact;
B64.255.5480 (Fax)
rmunsoniwese. com
WWW.WEST, com
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CONFIDENTIALITY NOTICE: This electronic mail transmission has been
sent by a lawysr. It may contain information that is confidential,
privilaged, proprietary, or otherwise lﬂqa“y sxempt Irom
disclosure. If vou are not the incended racipisnt, you ars hersby
notifiad that you are not authorized to read, print, retain, copy
or disseminate chis messags, any part of it, or any attachments.

If you haws raceived this message in errcr, plesase delsta thi
message and any attachments from your system without reading thes
centant and notify the sender immediately of the inadvertcant
transmission. There is no intent on the part of the sender to waiwva
any privilege, including the attorney-client privilege, that may
attach te this communication. Thank you for your cooperation.
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